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Who will pick up the gauntlet ? 


“How will we use it?” scientists ask as | derivatives. Some venturesome spirit with 





they strive to meet the challenge of an an eye to the future will accept the chal- 
unusual molecule with extraordinary prop- _ lenge presented by acrolein. In picking up 
erties. Will it lead to a new plastic? Better the gauntlet, he may well trigger the most 


rocket fuel? A cure for the common cold? successful new product of 1965. 


Now Shell Chemical offers a molecule » s & 
(in commercial quantities) with a myriad With a promising steppingstone 
of uses—acrolein. Pronounced ah-crow’- — to new materials, Shell Chemical 
lee-in, it links to many other molecules to helps American ingenuity set the 


create whole new families of chemical future in motion. 





Shell Chemical Company 


Chemical Partner of Industry and Agriculture 


NEW YORK 
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‘There’s a profit for you 


in good earnings for us 


An important point about good telephone 
earnings is the way they yield a profit to the 
telephone user. 


It is only through good earnings that we 
can do the research and the long-pull plan- 
ning that improve your service and keep 
down the price you pay for it. 


Sure, there have been increases in the 
price of telephone service just as in every- 
thing else. But they would have been far 
greater if we had not been able to absorb 
some part of our own increases in cost 
through technological advances and econ- 
omies in operation. 





NEW AND BETTER SERVICES for telephone users 


Without adequate telephone company will come from the Bell Telephone Laboratories 

. invention of the Transistor, a major scientific 

profits you wouldn’t have the kind of serv- breakthrough. This mighty mite of electronics, 
ice you'd like. And the chances are very which can amplify electric signals up to 100,000 
, ; times, will play a big part in push-button teleph- 

good you’d be paying more for an inferior ony, for example. The Transistor has been 
made possible by basic physical research of the 

brand than poe a oo for the best tele- kind that can only be undertaken by a progressive 
phone service in the whole world. business with good earnings over the long pull. 


BELL TELEPHONE SYSTEM 


Non-Skid Feet for Modern Elephants 


Push back the jungle and build a landing strip. Open 
new frontiers and build an industrial plant, houses, 
a town. 

Goodyear tires will keep the equipment rolling. In 
baking daytime heat and sharp cold at night, over 
rocks and through mud, today’s diesel-powered ele- 
phants are ruggedly shod for punishment. Goodyear 
research has found the materials. 

Tomorrow's world is building now. That is why 


Goodyear has operations in 29 countries outside the 
United States. From these facilities come products 
for the peaceful development of young nations, for 
continued recovery and growth of others throughout 
the world. 

Before a grade is leveled, before a yard of fill is 
moved, Goodyear imagination, planning and develop- 
ment have been at work — building the foundations 
of tomorrow. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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The Funds’ Older Brother 


Forses’ annual survey of the na- 
tion’s mutual funds, or “open-end” 


investment companies as they 
might more properly be called, 
has been a regular feature of the 
magazine since 1956. But just as 
regularly, after each new survey 
appears, comes a 


operating companies. By any rules 
of logic, then, the value of either 
type of share could be gauged in 
the same manner. Each share 
should be worth whatever propor- 

tion of total assets it represents. 
That is exactly how a mutual 
fund share is val- 
























































stream of mail ued. But the 
asking: “How shares of closed- 
about the closed- . end companies 
end companies?” 9 are subject to 
In this issue supply and de- 
ForBES’ editors GY 5 mand like any 
take a long, hard “ps other shares in 
look at the & the auction mar- 
closed-end in- ket. Result: a 
vestment com- closed-end share 
panies. You'll find can often be 
the story on page bought at a dis- 
17. count. That is, 
It’s ironic, in a f many sell for less 
way, that the "A [" than the assets 
closed-end com- Z — each share com- 
panies should Ke mands. 
now be dwarfed It wasn’t al- 
by the mutual funds. Closed-end ways this way, to be sure. In 


“trusts” are, after all, the mutual 
funds’ older brother. Years be- 
fore the funds became popular in 
this country, closed-end trusts 
were big business here. Getting 
their start in England and Scot- 
land in the last century, they were 
one of the biggest features of the 
speculative boom in Wall Street in 
the 1920s. 

BigBrother Falls Behind. But mutual 
funds have long since overtaken 
them in sheer size and popularity. 
It had to happen this way because 
of the one fundamental difference 
in their natures: the open-enders, 


or mutuals, are tailor-made for 
salesmanship. 
Little Brother did trail Big 


Brother all through the 1930s and 
even into the 1940s. At the end of 
1942, the nation’s closed-end com- 
panies combined had total assets of 
$557 million while the mutual funds 
had $486 million. But by the end 
of 1944 the funds had pushed 
ahead, $882 million to $739 million 
and have been widening the gap 
ever since. By the end of 1959, the 
funds had assets in excess of $15 
billion, while the closed-enders 
boasted assets of just $1.7 billion. 

The Same Function. Both open- and 
closed-end companies, of course, 
do the same thing with their 
stockholders’ money— invest it in 


by Forbes inc., 70 Fifth Ave., New York 11, N.Y. Second-class postage paid at Post Office, 
York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1960, Forbes, inc 


the feverishly speculative climate 
of 1929—before the crash—un- 
told thousands of gullible in- 
vestors, looking for a quick buck 
and confident beyond belief that 
investment trust “insiders” knew 
where to find it, paid incredible 
premiums for closed-end shares. 
To make their money’ work 
even harder for paper profits, 
many trusts invested in other 
trusts. One gorgeous example was 
chronicled in John Kenneth Gal- 
braith’s book The Great Crash, 
1929. Galbraith tells of the trust 
that started in 1922 with an orig- 
inal capitalization of $500 and in 
1929 had shares outstanding worth 
more than $1 billion. 

New Era. The trusts and the 
public learned their bitter lesson 
years ago. Like mutual funds, 
trusts are now subject to stringent 
SEC regulation. They meticu- 
lously make public their port- 
folios and report on significant 
changes in them quarterly. 

Still the overwhelming probability 
is that the mutual funds will al- 
ways dwarf their older brothers. 
The reason, again, lies in their na- 
tures. In a country where selling is 
an art form and star salesmen are 
handsomely rewarded, it seems 
inevitable that the salesmen will 
keep the funds far ahead. 
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A new word, which means more than automation, 


for it is the custom-fitted application of today’s finest 


automation equipment to your particular needs... 


This announcement is a culmination of Friden’s years in integrated data 
processing. Friden’s assumption of responsibility for the most important 
phase of automation—its practical application. 

The first step to PractiMation is a critical analysis of your office. Second, 
an outline of objectives for increasing its efficiency (without personnel 
changes). Then, consult your Friden man. He is an expert, and has solved 
a good many problems like yours. His help can be invaluable 

Next, you need equipment that can be used by your present employees 
without special training; equipment which is sanely priced, easy to install. 
And, above all, equipment which is expansible with your business. 


Here are some good examples: 

A. Friden SBT Calculator—the famous 
“Thinking Machine of American Business.” 
Touch-one-key simplicity. Performs more 
steps in figure-work without operator deci- 
sions than any other calculating machine 
ever developed. 

B. Friden COMPUTYPER® (Model CTS) 
produces a complete invoice in one operation 
with virtually uo operator intervention. 
Reads alpha-numeric data from tape, edge- 
punched cards, or tab cards; accepts variable 
data through typewriter keyboard. Machine 
also punches selected data in tape or cards 





for statistical reports. The Computyper and 
any good typist make up an entire billing 
department. 

C. Friden ADD-PUNCH® (Model APT) —A 
Data Processing machine, the APT produces 
a printed tape, and a punched tape for sub- 
sequent processing. 


These are just three, Friden’s full line of adding 
machines, calculators, accounting machines, 
mail room equipment, and “Tape Talk” IDP 
equipment can fully automate your office. Call 
your Friden man today, or write directly to 
Friden, Inc. 


© 1960 FRIDEN, INC. 


triden Seid 


FRIDEN, INC., SAN LEANORO, CALIFORNIA® SALES, INSTRUCTION AND SERVICE THROUGHOUT U.S. AND WORLD. 





READERS.SAY 


| Gen. Sarnoff’s Contributions 


Sm: I have read with great interest 
your account of RCA in the current issue 
of Forses, and I wish to thank you for 
your perceptive estimate of the company’s 
progress and its growth potential. 

Nevertheless, I do feel a protest is in 
order concerning two points in the article 
and the headline accompanying it. 

The first point—the shadow you place 
on General Sarnoff’s record as an admin- 
istrator—can be swiftly disposed of. Could 
one, who came to this country at the age 
of nine in knee pants, who started from 
scratch, who built a billion-dollar com- 
pany from the ground up, who gave 
America’s fastest-growing industry many 
of its most progressive characteristics— 
could he have done this without admin- 
istrative talents comparable to those 
abilities as a tactician and innovator 
which you concede him? The answer, if 
you reflect upon it, must be no. 

On the second point—the headline sug- 
gestion that RCA ailed until I came on 
the scene to “doctor” it—I must register 
an equally emphatic disclaimer. I do so 
not for reasons of modesty, but because 
the facts are otherwise. 

We have indeed made progress in the 
past three years, and there is a natural 
inclination, I suppose, to give credit to 
the new man or men. But, basically, this 
progress has come through a joint effort 
for which credit must go to a first-rate 
executive team. During my tenure as 
president, there have been 2,400 manage- 
ment promotions from within the com- 
pany, as compared with 150 management 
appointments from without. 

The executives who served RCA so 
well prior to my arrival continue to do 
so. As you aptly put it, General Sarnoff 
and I function as partners; and that part- 
nership is supported by an executive 
team that for many years has contributed 
to RCA’s leadership and given continuity 
to its management. It will continue to do 
so in the promising years ahead. 

—JouHN L. BurNs 
President, 
RCA 
New York, N.Y. 


Gen. Sarnoff’s tremendous contributions 
to RCA are recognized throughout the 
business world. So much so that he was 
twice selected by a vote of America’s top 
business executives to receive the ForBEs 
Award as one of “America’s 50 Foremost 
Business Leaders.”—Ep. 


Pictures Can Lie 


Sm: Does the French Army salute with 
the left hand and button its coats the 
other way? This does not agree with my 
recollection of France as I used to know 
it. Or did your photograph of General 
de Gaulle (“Flood from the Sahara,” 
Forses, Jan. 15) get accidentally reversed? 

—JOoHN J. Kiaper, A.D.GF. 
Huntington, N.Y. 


It got reversed.—Ep. 
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In this production-designed Butler building 


Up out of the way are heating and ventilating 
fixtures, lights, bus ducts and cranes. All floor 
space is reserved for employees, their ma- 
chines and materials handling equipment. 
This is a plant geared for production. 

This is a Butler building—all 222,000 square 
feet of it. It belongs to Flick-Reedy Corp., 
Chicago, whose Miller Fluid Power division 
manufactures air and hydraulic cylinders. 
Frank Flick, president, says the working con- 
ditions in this building promote employee com- 
fort, safety and convenience. This spells high 
morale, a key factor in quality production. 

Flat roof structures have no such natural 
accommodation for fixtures, which swoop low 
overhead, or occupy important floor space. 
Butler industrial buildings, such as Flick- 
Reedy’s, have the muscle to support heavy 


cranes and hoists. No need to resort to obtru- 
sive floor cranes, or shore up overhead crane- 
ways with bulky, costly reinforcements. 

You won’t find heavy, expensive interior 
partitions in Flick-Reedy’s production area. 
Powerful Butler rigid frames support the roof, 
and span wide, column-free areas. Interior 
supporting walls are superfluous. This is more 
than a major economy. It provides a spacious- 
ness that employees like, an openness that 
means safety, convenience, efficiency. 

There’s more. Butler offers two new supe- 
rior curtain wal) panels: Butlerib, a hand- 
some, precision formed panel of great strength, 
and Monopanl, an exclusive factory-insulated 
panel —both in factory-applied colors. You'll 
like them. Consult your Butler Builder (in the 
Yellow Pages), or write direct. 


BUTLER MANUFACTURING COMPANY 


7552 East 13th Street, Kansas City 26, Missouri 


Manufacturers of Metal Buildings » Equipment for Farming, Oil Transportation, Outdoor Advertising - Contract Manufacturing 
Sales Offices in Los Angeles and Richmond, Calif. * Houston, Tex. « Birmingham, Ala. « Kansas City, Mo. + Minneapolis, Minn. + Chicago, Ill. + Detroit, Mich. 
Cleveland, Ohio + Pittsburgh, Pa. » New York City and Syracuse, N.Y. + Boston, Mass. * Washington, 0.C. + Burlington, Ontario, Canada 
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When Sales Told Operating 


what was needed to make Republic Steel more competitive 

























($375,000,000 FOR INSTANCE) 


A ponel of top operating men sot ot the front of 


Republi tane The audience was mostly district sales managers. 











Soles Mgr., Sam Crabtree, was the M.C., under his favorite 
motto, “The Sales Department is not the whole company, 
but the whole company is the Sales Department.” 





This meeting was called so that each district sales representative could state { 
what service he would like to see improved or extended or added in his territory. For 
example, one sales manager thought he could sell more to a major customer if certain 
slitting equipment were added. Another said he could gain business if facilities for 
additional finishes were provided. And so the sales department detailed what they 
thought the operating department should do to increase Republic’s competitive ability. 


In the audience were Republic’s top officers, president T. F. Patton (second 
from right, Ist row) and chairman of the board, Charles M. White (extreme 
right). After the sales representatives outlined their suggestions, with 
back and forth comment from the operating panel, Mr. White turned to 
Ernest Johnson, Vice President in Charge of Operations, with the question, 
“What do you think of that, Ernie?” 

A faint voice replied, “I ran out of money at 10 o’clock this morning.” 

But shortly after this meeting, Republic announced its $375,000,000 
capital improvement program. 

Interchange of ideas—direct and personal—between sales and operating 
people, with fast action from top management, is typical of Republic’s 
flexible, speedy internal system. 


REPUBLIC STEEL 


CLEVELAND 1, CHICO 


ortti Uihelitl Rage off Sttuclard, Steels auel, Stal Predctts 





Dotmoehoner 








Money is—despite its popularity—a widely misunder- 
stood commodity. 

As a tool of business, it needs to be sound, dependable 
as much as any other tool, in order to provide predictable 
performance from year to year. Sound money is indispens- 
able for prosperity, for national strength, and for the 
return of personal economic integrity in this country. 
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Black markets in U.S. currency 
still exist in at least 48 foreign coun- 
tries, 
Report. The premiums which the 
badly-shrunken dollar still commands 
range from a trifling %% in England 
to a whopping 2650% in Poland. 
Biggest demand for the Yankee dol- 
lar is in the Soviet bloc, including a 
600% premium in the U.S.S.R. itself. 
a a = 

Charter flights to Europe at bargain 

prices are booming. So much so, in 


notes Pick’s World Currency | 


fact, that many airlines report doubts | 


they'll be able to meet the demand | 


for special chartered aircraft. By 
chartering a plane, groups can fly 
to Europe for as little as $250 per 
person, vs. the standard “economy 
flight” fare of $502.20 apiece. 
oa & 7 
Steel output will probably slip off 
to 85% of rated capacity, from its 
present 95% rate, during the second 
quarter. That’s the word from Leslie B. 
Worthington, president of U.S. Steel 
Corp. Previously, steelmen had esti- 
mated second quarter operations at 
90% -95% of capacity. 
* e & 
Douglas Aircraft, 





staggered in 1959 | 


by heavy development costs on its | 


DC-8 jet transport, probably will 
forgo building of a medium-range 
DC-9. Instead, the big California 
planemaker has made a _ licensing 
agreement with France’s Sud Avia- 
tion to market and service Sud’s 
highly successful medium-range Ca- 
ravelles. Douglas sold 20 of them 
immediately to United Airlines. It 
thus breaks into a new field with- 
out taking the kind of development 
losses it took last year. 

+ - * 

Defensive stocks were in greater 
demand during 1960’s first six weeks. 
While the stock market as a whole 
slid some 7%, noted Hemphill Noyes 
analyst Harold Clayton, such groups 
as department stores (down 0.5%), 
public utilities (off 1.7%), cigarettes 
and natural gas fared far better. The 
only gainer was Clayton’s “telephone 
and telegraph” group, up 2.9%; the 
biggest loser, autos, down 14%. 

* “ * 

Goodyear Tire reaping rich rewards 
from its cultivation of foreign mar- 
kets. In announcing record 1959 
sales ($1.6 billion) and earnings ($76 
million), Goodyear’s President Ed- 


ward J. Thomas noted that foreign | 


subsidiaries had contributed $23.1 
million, or nearly one third the net. 
For 1960, Goodyear plans further ex- 
pansion into six foreign countries. 

(CONTINUED ON PAGE 64) 
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Tape cartridge is completely 
self-contained and drops into 
position without complication of 
any kind. It's the easiest—the 
quickest. 


Irv. Kupcinet, Famous Sun-Times Columnist 


The Fabulous New MINIFON ATTACHE 


is a Recording, Dictating Transcribing Unit, All In One 


Here you see Irv Kupcinet, famous 
newspaper columnist and T’'V star of 
the CBS hit show “At Random”. 
Covering personalities in his daily 
column, handling his TV show, keep 
KUP on the go! He regularly uses 
his MINIFON ATTACHE while 
he’s on the go. To record interviews. 
To dictate memos and instructions 
to his secretaries and his TV pro- 
ducers. MINIFON is a secretary he 
carries in his pocket wherever he 
goes — planes — trains — luncheon 
meetings! 

MINIFON ATTACHE is light- 
est in weight — just 2 pounds — it’s 


all transistorized — operates either 
by miniature dry battery, recharge- 
able nickel cadmium, by 110/120 
volt AC electric current or from 
your auto cigarette lighter. Built in 
battery meter—magazine loaded— 
rapid forward—rapid rewind; auto- 
matic erasure by overspeech; rapid 
erasure of complete tape if desired. 
Stop-Start dynamic microphone con- 
trol. Acts as a recording monitor, a 
visible digital footage counter, and 
an automatic final stop with signal 
light. Tape can be used indefinitely. 


World’s Smallest Push-Button All Transistorized Recorder- Dictater- Transcriber! 


Exclusive Franchises Available 








~annnne WRITE FOR FREE BROCHURE ~<"-----"~ 


GEISS-AMERICA, Exclusive U.S.A. importers 
Chicage 45, til., Dept. F-3 
Please send me completely illustrated brochure on 
the new magarine-load tape recorder. 


NAME__ 
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NO. 31 IN A SERIES 


OUT OF THE LABORATORY 


Forthcoming space exploration will require exotic fuels aud new concepts in 


energy conversion to keep men alive and equipment operating for long periods of time beyond the 


earth’s atmosphere. Advanced hydrogen systems recently developed by The Garrett Corporation 


have solved this problem of providing the electrical, hydraulic and pneumatic power, plus cooling 
and heating required aboard a satellite or space capsule during launching, outer space 


flight and re-entry... another contribution by Garrett to man’s conquest of space. 


¢ Outstanding opportunities for qualified engineers 


THE Cea Fee AVG 
AiResearch Manufacturing D*\isions 


LOS ANGELES 45, CALIFORNIA ¢ PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRESEARCH INDUSTRIAL © AIRESEARCH AVIATION SERVICE © GARRETT SUPPLY © AIR CRUISERS 
AIRSUPPLY-AERO ENGINEERING © GARRETT MANUFACTURING LIMITED © C.W.MARWEDEL © GARRETT INTERNATIONAL 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 






A TURN FOR THE WORSE? 


Are we finally in a real bear market? Is the business 
boom going to run out of steam sooner than most of us 
expected? 

Those were the two questions on thousands of lips 
last month. Understandably so, perhaps. At its worst, 
the stock market was down some 75 points on the DJI 
from its 1959 closing price. That made a decline of 11% 
in just six weeks and wiped out the fruits of three-and-a- 
half months of advances. 
front has not been entirely encouraging either. 


The news from the business 
Steel 
and autos have been softer than anybody expected. 
U.S. Steel has shut down a pipe mill, and steel orders are 
not coming in as fast as originally anticipated. It’s not 
that business is bad; just that the boom doesn’t seem to 
be picking up speed according to the expectations of some 
people. 

But to get back to the questions: 1) Are we in a bear 
market? and, 2) Is the boom running out of steam? 
The answers to both, I think, are definitely “no.” 

Why not? Let’s take business first. In steel, there is 
no question that the strike-caused shortages will soon be 
a thing of the past. Production then will be geared to use. 
Even so, our big steel companies will still make plenty of 
money. Our steel industry, as presently set up, does not 
have to operate at 90% of capacity. Many companies can 
make good money at 70% and break even around 50%. 
Meanwhile, industrial production, the basic measure of 
our economy’s strength, is still climbing, in January was 
running a good 12% better than the average for 1957, the 
previous record year. 

But even a little slowing down would not necessarily 
be bearish. As we pointed out in the last issue (Fact 
& Comment, Feb. 15, “Too Much Prosperity?’’), a little 
slowing down might actually be helpful in that it would 
tend to stretch out the boom. As of now most inventories 
are still at a reasonable level and there is plenty of pur- 
chasing power around. There is no sign of anything like 
a business recession on the immediate horizon. This 
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could change later in the year. But right now things look 
as solid as Gibraltar. 

But how about the stock market? True, it has taken 
a fair beating in the past six weeks. But at the February 
lows, the market was still 90 points higher on the DJI 
than the best level it reached in 1957. It had retraced 
barely one third of what it gained on its long climb from 
November 1957 to December 1959. Meanwhile, business 
earnings are rising fast. That means that price-earnings 
ratios will probably start to look cheaper as the year 
wears on. Certainly we could face some further shake- 
outs. But in this kind of solid, substantial prosperity, it 
is hard to see how anything resembling a real bear 
market could get under way. 

I think the conclusions are quite clear. No businessman 
should allow himself to get overextended at this time. 
But neither should he timidly drop carefully and 
thoughtfully worked out plans. The same advice holds 
true for investors. It would be risky for them to reach 
too far for stocks on rallies and doubly so to buy on tips, 
hopes or rumors at this time. But it would be equally 
foolish to drop stocks which were purchased intelligently 
at reasonable levels for sound reasons. 

Don’t, in other words, get panicky! 


xe 
WELCOME NEWS FROM THE SOUTH 


With very little fanfare but with a good deal of hope, 
the foreign ministers of seven of our Latin American 
neighbors inked a possibly historic agreement in Monte- 
video, Uruguay last month. The document provides for 
a free trade zone linking the economies of seven leading 
Latin nations. The nations involved are among the most 
important and most prosperous in the area: Argentina, 
Brazil, Chile, Mexico, Paraguay, Uraguay and Peru. 

The signing paved the way for establishment of Latin 


11 


America’s equivalent of the European Common Market. 
Eventually, the member nations plan to lower, on a 
progressive annual basis, the tariff and trade barriers 
that separate them. If the Latin Common Market will 
not be as economically advanced as its European counter- 
part, it will nevertheless be a formidable group, inhabited 
by 140 million people. it could help significantly to 
advance both hemispheric 
prosperity. 

This is a concept to which the U.S. Government has 


unity and hemispheric 


given much encouragement. Rightly so. But by doing so 
while standing approvingly in the background, the U‘S. 
has let the Latins carry the ball themselves and the 
idea has been widely praised in their press. 

The Latin Common Market, of course, is still a long 
way from fruition. It must be ratified by at least three 
nations; this will take nearly a year. Then the members 
must meet and work out tariff reduction schedules. Ways 
must be worked out to attract capital to the area. Local 
jealousies, so formidable in South and Central America, 
must be overcome. 

But Europe’s Common Market and its Outer Seven 
trade groupings have shown the way. They have proved 
that economic cooperation can be reconciled with national 
sovereignty. Let us hope that our Latin neighbors will 
make rapid progress on this important step toward ending 
the unreasonable economic fragmentation of a potentially 
rich area. 


bs 
ANOTHER QUIET MILESTONE FOR MIP 


The amazing growth of mutual funds was surely one 
of the top financial stories of the decade just ended. The 
funds ended 1959 with total assets in excess of $15 billion, 
compared with just $2.5 billion in 1950. 

The sheer size and popularity of the funds, therefore, 
has tended to obscure the accomplishments of quite an- 
other very important new medium for U.S. investors: the 
New York Stock Exchange’s Monthly Investment Plan. 
In a way, it is a pity, because the growth of MIP has 
really been quite impressive too, though on a far smaller 
scale. 

Like the mutual funds, MIP encourages small investors 


MONTHLY INVESTMENT PLAN 


NEW YORK STOCK EXCHANGE 
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MIP’S TOP 20 


Number Number 
Name oF Stock of Plans* Name of Stock of Plans* 
General Motors 4,524 RCA 1,634 
General Electric 3,916 Safeway Stores 1,603 
Dow Chemical 3,653 General Tel. & Elec. 1,454 
Standard Oi! (N.J.) 3,043 Monsanto 1,432 
Tri-Continental 2,750 Sears, Roebuck 1,387 
American Tel. & Tel. 2,266 Minn. Mining & Mfg —:1,332 
Sperry Rand 2,254 American Cyanamid 1,152 
Phillips Petroleum 2,121 Standard Oil (Calif.) 1,109 
IBM 2,032 Lehman Corp. 1,080 
Pfizer (Chas.) 1,861 Eastman Kodak 1,076 
*Based on number of plans as of 12/31/59. 





















to make regular investments in American business. In 
MIP’s case, investors can put down as little as $40 at a 
time to buy shares in any one of the 1,200-odd companies 
listed on the Big Board. MIP was set up in January 1954, 
and a total of 300,504 shares of listed stocks worth $11.5 
million was purchased through it in its first year of 
operations. Each year since, MIP has grown considerably 
bigger. In 1959, the number jumped to 883,415 shares 
worth $41.9 million. There are now some 94,000 MIP 
accounts on the books. 

The growth of nearly 270% in dollar volume in just 
six years is all the more remarkable when you consider 
the fact that, unlike mutual funds, MIP is sold only 
through brokerage firms belonging to the Exchange itself. 
It has no eager troops of salesmen devoted to it. Because 
of the relatively smail commission involved (perhaps 
$2.26 on a $40 payment), few customers’ brokers can 
afford to get out and push MIP. 

Yet MIP has continued to grow. 
example, the National Association of Investment Com- 
panies reported, with understandable pride, that its 155 
mutual fund members were opening up well over 1,000 
new accumulation plans a day, a rate nearly 24% ahead 
of the year before. But MIP, going its own quiet way, 
was doing well, too, opening up in 1959 an average of 
180 new plans a day. 

All in all, MIP has a great deal to recommend it. You 
can get the same automatic reinvestment of dividends 
that mutual funds provide, the same purchases of frac- 
tional shares. Regular investments through MIP auto- 
matically put dollar-cost averages to work for even the 
smallest investor. 


Last month, for 


Then, too, the brokerage commissions involved are 
roughly competitive with mutual fund loading fees—but 
in the case of MIP there is no annual management fee to 
pay. You can invest in one single stock, or in several dif- 
ferent stocks. Or, if you want wider diversification you can 
follow in the footsteps of several thousand MIP investors 
and take your pick, for your regular purchases, of one of 
the several closed-end investment companies listed on 
the New York Stock Exchange. 

Congratulations then, to the Monthly Investment Plan, 
now going into its seventh year. It has established a 
valuable place for itself in the working of our peoples’ 
capitalism. 
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WESTERN UNION 


RECORD SALES, EARNINGS MAKE ’59 
BEST EVER FOR WESTERN UNION 


Financial highlights from Western Union’s 1959 Annual Report: 


1959 1958 
Total Operating Revenues, Seeeeeeeeeeeeeeeee eeeeeeere .$276, 188,799 $255,138,709 
Income from Operations after Federal Income Tax....... $ 16,499,988 $ 11,926,596 
DE et hoe coc cle Raniah ea nes oeeen . fae $2.59 $1.89 


Quarterly dividend, paid January 15, 1960, raised from 30 to 35 cents a share. fourth increase since dividends were resumed in 1950. 


Outstanding examples of Western Union expansion: 


Leasing of custom-built private wire sys- 
tems to industry and government has 
increased over 500% during the past ten 
years; revenues for the past year reached an 
all-time high of $52,302,918. 

Two nationwide data transmission systems 
for the U.S. Air Force were leased, scheduled 
to be placed in service by 1961, and will add 
approximately $20,000,000 to the company’s 
annual revenue. 

Construction begun of a new coast-to-coast 
microwave beam system which, when 
completed in 1961, will result in vastly 
improved and augmented circuitry. 


“Intrafax” Facsimile Systems—leased to 
business and government users—produced 
nearly $2,000,000 in revenue. One example: 
the first nationwide high-speed facsimile net- 
work, a 12,000-mile system installed for the 
Strategic Air Command. 


“‘Wirefax"’ — Western Union’s public 






WESTERN UNION FINDS BETTER WAYS TO SPEED IT IN WRITING 
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facsimile service linking New York, Washing- 
ton, Chicago, Los Angeles and San Francisco 
—was inaugurated, providing facilities for 
public use in transmitting full-page commu- 
nications, letter-sized documents, drawings 
and other recorded data, 


“Telex’’— the new service that permits users 
to dial other subscribers in eight seconds or 
less for direct, two-way telegraphic commu- 
nication—was extended from New York to 
Chicago, Los Angeles and San Francisco . . . 
scheduled for expansion to other major cities 
throughout the country. 


The Complete 1959 Report 
of Western Union will be 
sent to you upon request. 
Simply address: Western 
Union, Public Relations 
Department, 60 Hudson St., 
New York, N. Y. 
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Address Dept. 5 
American-Marietta Company 
101 E. Ontario Street 
Chicago 11, Illinois 











PAINTS + PRINTING 


45,200 shareowners 
are receiving the 1959 


AMERICAN-MARIETTA 
Annual Report 


INKS 


6 


" ieee Yea 2 HARD bie 


Achieved record sales of $323,647,751 
. . » $72 million more than in 1958. 

Increased net income to $24,027,872... 
largest in the Company's history and 
36.7% above the previous fiscal year. 
Boosted cash flow 39%, to $35,980,543, 
equal to $3.08 per Common Share. 


Earned $2.03 per Common Share com- 
pared to $1.62 in 1958. 


Split Common Shares, giving Share- 
owners one additional share for each 
four held. 


Raised Common Share dividend income 
by 25% as a result of the 5 for 4 stock 
split. 

Reached a new high in net worth, ex- 
ceeding $193 million. 

Became an important supplier of ag- 
gregates used in construction. 


DYES «+ RESINS «+ ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS «+ LIME + REFRACTORIES «+ CEMENT 


Progress through Research 


In 1959, American-Marietta invested $22 million in new 
plants and equipment. Totaling $73 million since 1954, 
such expansion of A-M facilities has contributed to 
larger earnings and made possible increased dividend 
income for Common Shareowners. During these five 
years, earnings per Common Share, adjusted for stock 


splits, more than doubled. 


ACCOMPLISHMENTS IN 1959 


Expanded cement production capacity 
to 15 million barrels annually. 
Broadened markets for concrete prod- 
ucts by expanding into new areas. 


Entered new concrete product fields 
through the manufacture of packaged 
concrete buildings, concrete storage silos 
and concrete wall panels. 


Opened new million dollar synthetic 
resin research center in Seattle. 


Built new facilities at Rochester, 
Pennsylvania, for production of epoxy 


icsins. 


Achieved further diversification by ac- 
quiring 2 leading manufacturer of elec- 
trical products used in construction. 

Introduced a new superalloy and a revo- 


lutionary new epoxy molding com- 
pound 


; ry 
z Per share figures are exclusive of Class B Common, 
* and for 1958 reflect 5 for 4 stock split in July, 1959. 
ey 
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Company 


Chicago 11, Illinois 
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THE ECONOMY 


WHICH WAY? 


Behind the confusing turn- 

arounds in Treasury bill in- 

terest rates last month lay a 
number of factors. 





One oF the money market’s most 
sensitive weathervanes—the interest 
rate paid by the U.S. Government 
for short-term loans—pointed every 
whichway last month. 

First, to the surprise of specialists 
who had flatly predicted continued 
tight money through early 1960, the 
weathervane pointed to easier money. 
By February 8, the average cost to 
the Treasury for 91-day loans, bills 
as they are called, had sunk to 3.563%, 
almost 25% below the bill rate of 
4.602% on January 4. This despite 
the fact that the Treasury had made 
five trips to the short-term money 
market in as many weeks. 

Shifting Winds. Then, on Treasury 
Secretary Robert Anderson’s very 
next trip to Wall Street, the weather- 
vane abruptly swung around toward 
higher money, as the bill rate jumped 
sharply up again to 4.045% in just 
seven days. Even for Treasury bills, 
which are sold at auction almost 
every week and hence are quick to 
reflect every change in the money 
market’s mood, that was volatile in- 
deed. The key question became: just 
what is the money market’s mood? 

Obviously it was confused. As one 
government moneyman put it, the 
money market had “grossly under- 
estimated the number of people ready, 
willing and able to lend the Govern- 
ment short-term money.” Non-bank- 
ing corporations, he pointed out, are 
by far the biggest buyers of Treasury 
bills. In the wake of the steel strike 
and rosy forecasts of 1960 business 
prospects, the money market figured 
that many firms would need all their 
cash to rebuild inventories. “As it 
turned out,” said he, “there’s been no 
great rush to rebuild them.” 
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The Annual Gloom. Added to that, 
said Robert Van Cleave of govern- 
ment bond-dealing C.F. Childs & Co., 
are some key psychological factors. 
“There is always a kind of gloom 
about business prospects hanging over 
the money market in January and 
February,” said he. “This year it was 
intensified by declines in the stock 
market and by President Eisenhower's 
talk about a budget surplus this year.” 
This, said Van Cleave, generated new 
interest in government securities of 
all kinds, including bills. 

“These trends,” said Morgan Guar- 
anty’s Ralph Leach, “always tend to 
overrun themselves. That’s why the 
correction, when it came, had to be a 
fairly substantial one.” Leach sus- 
pects that the rate might stay at 
around 4%% for awhile. 

Either Way. But Leach and vir- 
tually all the other money market 
men agreed that 1960 interest rates 
will be determined chiefly by two 
things: 1) the state of business and 
2) the budget. “If business activity 
expands on a gradual basis,” summed 
up a Manhattan banker, “there should 
be a gradual tightening of money 
again. If the Treasury should have a 
surplus, that would go a long way 
toward offsetting it.” 


— BOUNCING BILLS — 


U. S. treasury bills rallied sharply 
early this year, retracing in just six 
weeks all the ground they lost in the 
preceding 16. Result: a decided 
weakening of tight money psychol- 
ogy. 


% Yield" 





"1959 


1960 








“S&P average for short-dated Treasury debt. 





COMMUNICATIONS 


THE LIVE WIRE 


AT&T was busy on all fronts 
last month. 





Wiruin the space of a few days last 
month, American Telephone & Tele- 
graph Co. made news in three sep- 
arate parts of the world. In Nassau, 
AT&T’s Long Lines (long distance) 
Department opened up a new radio 
link to the U.S. That done, Long Lines 
swung over to Puerto Rico, with the 
island’s first submarine cable to the 
U.S. While flashbulbs popped and 
loudspeakers blared, AT&T and In- 
ternational Tel. & Tel. staged a hook- 
up between Puerto Rico and the 
Hawaiian Islands that sounded as 
clear as a local Manhattan call. 

But AT&T reserved New York as 
the site of the biggest news of 
all. President Frederick Kappel an- 
nounced that AT&T had broken all 
its own records during 1959. Operat- 
ing revenues and other income, he 
announced, had increased by 8.7% to 
$7.5 billion. Profits, at $1.1 billion, 
were 17% higher than 1958’s, making 
AT&T the second company in U.S. 
history (General Motors was the 
first) to earn over $1 billion in a year. 

As widely spread as the. three 
events were, the thing that impressed 
Wall Street was that the spirit behind 
them was all of a piece. The renewed 
emphasis on its overseas operations 
again pointed up how greatly AT&T 
was changing its ways. 

Another important change: AT&T 
no longer was financing its expansion 
through the massive flotations of 
stock that had diluted earnings in the 
past; dilution had held AT&T’s rise 
in per share earnings to 61.6% between 
1949 and 1959 while the company’s 
total profit had soared by 372%. Now, 
AT&T was generating its funds in- 
ternally, largely with depreciation re- 
serves which had more than doubled, 
to $1 billion. As The Street saw it, 
that was a sign that AT&T’s per share 
earnings would now climb steadily. 


15 












TEXTILES 


LAST ROUND? 


In the see-saw battle for the 
big tire market, rayon is 
taking some rough blows 
from nylon. Result: squeezed 
profits for some big outfits. 


Wuen American Enka, New York- 
based maker of tire yarns, pared its 
dividend last month from 35c to 25c, 
President Philip B. Stull made the 
bare-bones announcement with no 
further comment or _ explanation. 
Other officials, however, were less 
tight-lipped. Said one grumpily: 
“When your margins are already 
thin, and then you have to cut darn 
near 10% more off your price—obvi- 
ously you don’t add to your profits.” 

But Enka was not alone. Such com- 
petitors as American Viscose, Indus- 
trial Rayon and Beaunit Mills were 
in a similar squeeze. It was, in fact, 
a question whether rayon could sur- 
vive much longer against the inroads 
of nylon in the big and once lucrative 
tire market. 

Once “Yes.” Six months or so ago, 
that answer would have been an 
unqualified “yes.” Nylon fibres, were, 
it is true, gaining ground in replace- 
ment tires, by 1959 accounted for 40% 
of that business. But the makers of 
the high-tenacity rayon cords seemed 
to be more than holding their own 
for original equipment tires, those 
that come with the car. 

A joint promotion by the four com- 
panies under a new “Tyrex” over-all 





name, seemed to be riding very suc- 
cessfully; 1959 looked like the turning 
point. Enka’s earnings for the first 
nine months were up to $3.99 per 
share, against a mere llc for the year 
before. Industrial Rayon’s net was up 
to 50c a share vs. a $1.31 deficit for 
1958’s first three quarters. 

Now “Maybe.” Quite 
the Tyrex promotion, 
group had still retained one advan- 
tage over nylon: lower price. The 
advantage seemed decisive in the 
cost-conscious auto industry. But that 
comfort began to disappear shortly 
after mid-year. In August, du Pont 
led nylon producers with a 14c per 
pound price cut. A price war was on. 

Enka and other rayon makers 
chopped an equivalent amount. In 
December, nylon chopped again. The 
Tyrex complex gritted their teeth, and 
cut too. But the spread was getting 
thinner and thinner (see chart). So 
were the profit margins. That is why 
Stull later amplified on the dividend 
cut. Said he: “The action was taken 
in view of the decline in business in 
the fourth quarter, the expectations 
of lower earnings in 1960, and in order 
to conserve cash to complete the 
nylon expansion [but for textured 
nylon for fabrics, not tire cord] now 
under way.” 

Nor was Enka the only one hurt- 
ing. For the record, Beaunit officials 
argue that they have no _ worries 
about Tyrex holding its place. But 
they also confess that “we won’t reach 
the predicted $3.60 per share this 
fiscal year [ending March 31] because 
of the squeezed Tyrex margins.” 
Moreover, both Beaunit and Ameri- 


aside from 
the rayon 





TWISTING OPERATION ON TYREX TIRE YARN: 
you can only cut so far and still make money 
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can Viscose are being forced into the 
costs of building new nylon facilities 
as a hedge. Industrial Rayon was 
busy working out a merger deal with 
Texas Butadiene and Chemical Corp. 
to ease its dependence on Tyrex. 

Sensing the Kill. Thus it was not 
surprising last month to find nylon 
producers sensing a kill. At least 
two were ready to bet heavily on 
expanding production, even if that 
put more pressure on the price. 
Allied Chemical announced it would 
triple its nylon cord capacity. Dow 
Chemical announced it would enter 
the ring with a “multimillion-dollar, 
12-million-pound capacity nylon cord 
plant.” Predicts Allied’s Fiber Mar- 
keting Director George Hotte: “By 
1962 or 1963, nylon cord will take over 
the original equipment tire market 
completely.” 

To top off all those shocks, the em- 
battled rayon makers got one more 
blow recently. Long or short run, 
it is the tire makers themselves who 
will determine which material will 
get the lion’s share of the $300-million 
annual volume. And Firestone, the 
largest maker of original equipment 
tires, has indicated its own preference 
in no uncertain way. It stated that it 
would build its own plant to produce 
nylon cord. 

Three-Way Fight? But in one way 
Firestone’s move was a swipe at both 
sides. Says Burton Wolf, Firestone’s 
textile research chief: “We can see 
both nylon and rayon losing this bat- 
tle some day. And if that happens, we 
will have a plant we can convert eco- 
nomically to what I think may be the 
ultimately winning fibre: Dacron.” 
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CLOSED-END INVESTMENT COMPANIES 





INVESTMENTS AT A DISCOUNT 


Retreating more slowly than the market, the closed-end 
investment companies have given a good account of 
themselves so far this year. But most are still selling 
at fairly substantial discounts from net asset value. 


Watt Srreet, which has seen scores 
of new mutual funds introduced in 
the past few years, celebrated a rather 
rare event last month: the introduc- 
tion of a brand new closed-end in- 
vestment company.* The new com- 
pany: America Life Fund, Inc. 

America Life, an investment com- 
pany specializing in life insurance 
stocks, thus took its place among the 
relatively small number of closed-end 
companies. By comparison with up- 
wards of 150 mutual funds, there 
are currently only 16 diversified 
closed-end companies of any size sur- 
viving. Whereas no less than 33 mu- 
tual funds are in the $100-million- 
plus class, there are only five closed- 
enders that big. 

Riding High. Be that as it may. the 
handful of closed-end companies was 
riding fairly high last month. Reason: 
their shares were in most cases hold- 
ing considerably better than the mar- 
ket during the January and February 


*What is the difference between a closed- 
end investment company and a mutual fund? 
Mutual funds, sometimes known as open-end 
investment companies, continuously offer 
new shares at net asset value plus loading 
charge; they stand ready to buy back exist- 
ing shares at net asset value. Closed-end 
companies are traded on stock exchanges or 
over-the-counter just like any other stock. 
But both are fundamentally in the same 
business: that of investing money in the 
shares of other companies for the benefit of 
their own stockholders. 


declines. Not that they were im- 
mune to asset value shrinkage.+ But 
their market prices, which are some- 
thing else again, were holding steadier 
than the market. Madison Fund, 
for example, (formerly Pennroad) 
dropped about 4% in net asset value 
between Jan. 1 and Feb. 1. But the 
market price of Madison shares actu- 
ally rose % point to 19%. Adams Ex- 
press’ net asset value fell nearly 6%, 
but the price of its shares dropped 
only % (to 27). 

Why this better-than-average show- 
ing? Said Madison’s Edward Merkle: 
“Most of us were more defensively 
invested as compared with the stocks 
that make up the averages.” James 
Downing, vice president & treasurer of 
Lehman Corp., thinks there was still 
another reason: “In this kind of mar- 
ket,” says he, “a lot of people don’t 
know what’s going to happen next. 
They get worried. They figure pro- 
fessional managements like ours 
know what they’re doing.” In Leh- 
man’s case its shares went from a 1% 
discount from asset value on Dec. 31 


*+Net asset value is the value of the invest- 
ment assets standing behind each share of 
stock. Market price is simply the value which 
investors are currently willing to pay for 
the shares. The two are rarely the same. 
Hence discounts (where market prices are 
less than asset value) and premiums (where 
the market price is higher than asset value) 





WAVERING DISCOUNTS 


Strange indeed has been the behavi- 
our of closed end company discounts 
in recent months. While the market 
was rising last year, shares of the ov- 
erage closed-end company went up 
more slowly than the market. Result: 
the discounts got wider. But when the 
stock market broke last month,closed 
end shores behaved better thon the 
market. Result: the discounts tended 
to narrow again. 
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to a 49% premium four weeks later. 

Why Pay 8%? But why should there 
be discounts at all? After all, in- 
vestors are paying 8% premiums to 
buy into mutual funds. And in many 
cases, the same managements are in- 
volved. Lehman Brothers has the 
closed-end Lehman Corp. as well as 
the open-ended One William Street 
Fund. Tri-Continental, biggest of all 
listed investment companies, is man- 
aged by the same group that operates 
Broad Street and its affiliated mutual 
funds. In many cases the portfolios 
are quite similar, the records equally 
good. Why are investors willing to 
pay a premium (i.e., loading charge) 
for mutual funds when they could 











THE CLOSED-ENDERS 





12/3158. No. of Shares Price Range Type of Expense 
Company (millions) Outstanding 1959-60 Company Ratio* 
Abacus Fund $ 37.0 855,716 4714-40 non-diversified 0.64% 
non-leverage 
Adams Express Co. 97.9 3,250,048 3012-26 non-leverage 0.44 
Carriers & General Corp. 19.4 561,000 3134-26% leverage 0.73 
Consolidated Investment 715 3,059,589 21e-17% non-leverage 0.12 
Dominick Fund 38.7 1,659,640 202-17 non-leverage 0.38 
General American Investors 59.8 1,818,147 3658-27 V2 low-leverage 0.68 
General Public Service 47.4 7 666,576 57%-5Ve non-leverage 0.46 
Lehman Corp. 299.0 10,653,150 31%-26% non-leverage 0.40 
Madison Fund 142.7 6,551,899 20Ve-17% non-leverage 0.61 
National Aviation Corp. 26.4 872,019 3456-24% specialized 0.84 
Niagara Share Corp. 64.0 2,702,167 23%-19V2 non-leverage 0.47 
Petroleum Corp. 34.2 1,970,400 1934-15Ve specialized 0.35 
Standard Shares 34.7 1,430,000 24%-21%e non-diversified 0.42 
non-leverage 
Tri-Continental Corp. 414.3 7,159,241 42%4-357%e leverage 0.26 
United Corp. 109.7 14,072,150 92-7 non-diversified 0.59 
non-leverage 
U.S. & Foreign Securities 118.8 3,310,815 35-27 Ye non-leverage 0.60 
*Operating exp and 9 t fee as a percentage of asset value. 
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ended as: 

oe ae 5 ik ale eine ior wl Gbibael S004 $357.94 

41'4 +1.3% Abacus Fund (Started 9/30/57) $138.86 
27 —5.0 Adams Express Co. 268.35 
28, —3.2 Carriers & General Corp. 318.30 
74 —18.4 Consolidated Investment 330.74 
i, —15.7 Dominick Fund 244.55 
an, —2.1 General American Investors 253.15 
5/4 —10.9 General Public Service 254.42 
2" +49 Lehman Corp. 283.62 
19, —8.0 Madison Fund 248.19 
26) —3.5 National Aviation Corp. 370.27 
20 —5.4 Niagara Share Corp. 307.06 
1§ +-0.5 Petroleum Corp. 274.50 
21 —8.2 Standard Shares (Started 9/58) _ 
36 —14.0 Tri-Continental Corp.t 354.73 
%, —5.5 United Corp.** 203.56 
28 —15.7 U.S. & Foreign Securities 364.12 

MUTUAL FUNDS 
10 Largest Common Stock 329.80 
10 Largest Balanced 215.34 


EXPLANATION: Capital gains distributions are included at cash 


.»» over the 
entire 
bull 
market! 


$100 





. . protecting 
stockholders ; 
in this -+ MN 
year's dividend 
decline! income 
last 
year! 








$100 $100 

ended as: ended as: earned: 
$108.03 $93.04 $3.23 
$112.75 $94.73 $2.47 
102.37 94.39 2.67 
105.63 92.93 2.62 
106.59 91.78 2.80 
105.36 92.92 2.18 
92.35 92.07 1.42 
106.80 95.31 2.49 
106.29 93.41 1.92 
107.06 96.10 2.84 
114.31 92.34 1.93 
114.80 93.43 1.54 
$8.53 95.33 3.11 
106.33 98.23 3.01 
105.66 93.67 3.41 
98.15 96.79 2.47 
100.13 92.64 2.12 
108.48 92.78 2.49 
103.64 96.23 3.28 


value but are not reinvested (except in the case of Tri- 


Continental Corp. where the reinvestment is automatic and no capital gains are paid out). Also counted as capital growth 


is the cash value of any rights distributions. 


Dividends paid from regular dividend income are not included here. 


The figures for the entire bull market cover the period from Dec. 31, 1949 through Dec. 31, 1959. 
The figures are intended to measure management performance rather than market performance. They cover, therefore, the 
increase or decrease in actual net asset value rather than changes in the market price of the common stocks. 


*1/29/60. 


tAssuming exercise of all common stock warrants. 


Figures for Tri-Continental Corp. differ somewhat from the 


others. Asset figures shown have been computed after setting up a reserve for exercise of all common stock warrants. Also Tri- 
Continental capital gains figures include credit for the capital gains taxes which Tri-Continental pays on behalf of its stock- 


holders, **Did not become a diversified investment company until 1956. Previously a holding company. 


buy nearly the same thing at a 
discount? 

There are several explanations. For 
one thing, closed-end funds are not 
redeemable. You have to sell them on 
the market. There is no guarantee 
that the discount may not change. 
So the investor is involved with two 
question marks: asset performance 
and the discount. In mutual funds as- 
set performance is the only unknown. 

Even more important, the closed- 
end companies have no salesmen to 
push them. Brokers can only earn 
normal stock exchange commissions 
as against 5% or so on mutuals. Nor 
do the closed-end funds offer “re- 
ciprocal” business for brokers who 
sell their shares. Says Fred Brown, 
president of Tri-Continental: “Most 
closed-end investment companies pro- 
vide the same basic investment ad- 






vantages as mutual funds. ... Un- 
fortunately, the investor will not find 
it so easy to investigate closed-end 
companies.” 

No Salesmen to Please. Neverthe- 
less, closed-end people think they 
have some unique advantages. Argues 
Madison’s Edward Merkle, one of the 
most articulate advocates of closed- 
end funds: “We’re much more flexible 
than the mutual funds. We have no 
salesmen to keep happy.” 

Merkle argues further that without 
a sales force to keep happy, a closed- 
end company can better afford to sit 
on cash. It can get heavily defensive 
when its management thinks the mar- 
ket looks shaky. In this respect, sev- 
eral of the closed-end companies 
turned in exceptionally good per- 
formances during the depression. Lit- 
tle Dominick Fund was an outstanding 





example. Even those stockholders 
who went in very near the top in 
1929 had a profit by 1936. Reason: 
Dominick’s management was heavily 
in cash in 1929 and 1930, was able to 
pick up stocks at bargain basement 
prices in 1931, 1932 and 1933. Lehman 
Corp. was another example. Floated 
at the worst possible time, in Septem- 
ber, 1929, Lehman’s original share- 
holders actually had a slight profit 
by 1935. 

A Minority Role. But closed-end in- 
vestment companies appeal to a 
slightly different audience than mu- 
tual funds. Agrees Tri-Continental’s 
Fred Brown: “Closed-end shares are 
a less conservative investment medium 
than mutual fund shares. . . . Their 
price fluctuates in response to in- 
vestor sentiment as well as the change 
in asset value per share.” 
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NON-FERROUS METALS 





ASARCO’S $250-MILLION GAMBLE 


In an uncharacteristic but highly imaginative 
gamble, this famed old smelting company is 
about to step out as one of the world’s top miners 
of non-ferrous metals. The market may already 
be oversupplied, but American Smelting & Re- 
fining has planned its move both wisely and well. 


SEVEN YEARS ago, the conservative, 
stiff-backed men who ran the Amer- 
ican Smelting & Refining Co.* slowly 
filed into the company’s tradition- 
steeped boardroom at 120 Broadway. 
The year of decision had come. Asar- 
co’s smelting and refining business no 
longer brought the gold-plated profits 
it had during the palmy days of the 
Guggenheim family. Now, mining 
men, Asarco’s onetime customers, 
were doing their own smelting of lead, 
copper, zinc and other metals. 

Painfully the smelting men of As- 
arco made their decision. They would 
break with tradition. They would 
commit the hundreds of millions of 
dollars needed to fit out the nation’s 
biggest smelter and refiner with a 
miner’s lamp. Losing their traditional 
customers, they would make Asarco 
its own best customer. By 1956, that 
decision started to move toward re- 
ality. At remote Toquepala, high in 
the mountains of southern Peru, con- 
tractors started to lay out a town and 
railroad and bulldozers began prepar- 
ing the ground to disgorge the moun- 
tain of copper that lay below the sur- 
face. 

The project was so huge, however, 
that even $427.3-million (total assets) 
American Smelting could not go it 


*American Smelting & Refining Co. Traded 
NYSE. Recent price: 43%,. Price range (1959- 
60): high, 56%; low, 414%. Dividend (1959): 
$1. Indicated 1960 pa out: $1. Earnings per 
4 assets: $427.3 mil- 


share (1958): $2.53. 
lion. Ticker symbol: 
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alone. First Asarco lined up three 
partners. Banded together, they went 
into business as the Southern Peru 
Copper Corp., with Asarco as senior 
partner owning 57.75% of the ven- 
ture; Phelps Dodge and Cerro de 
Pasco, 16% each and ubiquitous New- 
mont Mining, 10%. It floated a $120- 
million loan, the biggest ever made by 
the U.S.’ Export-Import Bank. Now 
there was no turning back from what 
had become a quarter-billion dollar 
project. For better or worse, Asarco 
was on the way to joining Anaconda, 
Phelps Dodge and Kennecott as the 
world’s fourth major copper producer. 

A New World. At Toquepala one 
day last month, a tanned, tweedy man 
named John D. MacKenzie stood at 
the edge of a massive man-made 
amphitheater, studying the network 
of miners’ “benches” carved around 
its sides. As the only man who has 
ever been both president and chair- 
man of Asarco, Jack MacKenzie was 
face to face with his biggest test. Just 
minutes before, Toquepala officially 
had roared into production—the big- 
gest copper mine to be opened in the 
postwar era. 

As MacKenzie may well have re- 
flected, he would have to sell the 
mine’s mammoth 140,000-ton-a-year 
output in a market far different from 
the one in which Asarco’s directors 
had made their decision to go ahead 
with Toquepala. By 1958, new dis- 
coveries and new mines hac raised 





World capacity of copper to 4.4 mil- 
lion tons of the red metal, roughly 
half a million tons more than anybody 
wanted. Now, Toquepala was throw- 
ing another 140,000 tons on the mar- 
ket, and still other new mines were 
coming in. “If you look forward to 
the next ten years,” admitted Mac- 
Kenzie himself, “copper is going to 
be in ample supply. We're going to 
have 5% to 7% excess capacity ove! 
that period.” 

Other Places, Other Problems. Nor 
was the new mine coming into pro- 
duction at a very high tide in Asarco’s 
affairs. There was precious little glit- 
ter on Asarco itself as Toquepala 
unloosed its first flood of shiny red 
metal. During 1959, the longest cop- 
per strike in history had closed down 
the company’s 13 U.S. smelters and 
refineries for 113 production days. 
The $3 dividend had been slashed to 
$1.50 and then $1. It all added up to 
1959 earnings which were the lowest 
in 20 years. “Under $2 a share,” says 
MacKenzie gloomily, “and I’m amazed 
that it wasn’t worse.” 

Adding to the pressure, Toquepala 
was not the only new copper vein 
those Asarco directors had opened. 
Still more copper was pouring out of 
the other side of the world, at Mount 
Isa, Australia, and in Arizona Asarco’s 
new Mission mine was scheduled to 
load another 45,000 tons on an already- 
creaking market by early 1962. All 
told, Asareo would soon have a poten- 
tial production of over 200,000 tons of 
copper annually. It would thus rank 
a close fourth, just behind Phelps 
Dodge, among the world’s major cop- 
per producers. But under such cir- 
cumstances could Toquepala and As- 
arco’s other new mines ever turn 
out to be the fabled El Dorado of 
Peru’s Spanish conquistadors? Or 


were they more likely to prove merely 
another bottomless pit for burying 
corporate profits? 
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GOODBY TO THE GUGCENHEIMS 


One day during the 1920s, two 
American businessmen were dis- 
cussing the great American for- 
tunes and which could wield the 
most power. As one observed, the 
Guggenheim family was indeed 
wealthy and powerful, but, dollar 
for dollar, none of its members 
had the money 
of Henry Ford. 





Under one of the sons, Simon, 
who became known as “the Amer- 
ican copper king,” Asarco flowered 
as never before. By the time of 
his death in 1941, Simon in 23 
years had paid off the company’s 
entire $52-million bond issue, 
built nine new plants in the U.S. 
and Mexico, 
bought into Re- 


The _ rejoinder vere Copper and 
from his com- General Cable 
panion was and acquired 
swift and de- other _ holdings 
flating: “Yes, around the world. 
but there is only At the same 
one Henry Ford, time, the Gug- 
and there are genheim Foun- 
seven Guggen- dation became 
heims.” one of the best 
The fact that known of all 
all seven of American foun- 
them were oc- dations. 
cupied in one Through the 
way or another — years, however, 


with the American Smelting & 
Refining Co. made the company 
more closely identified with a 
family than the average business 
firm. It also contributed in no 
small way to Asarco’s success that 
it had the talents of what truly 
was a remarkable clan. 

The Man From Vienna. The in- 
tertwining of the name Guggen- 
heim with that of Asarco was 
chiefly the work of Meyer Gug- 
genheim, a penniless immigrant 
who came from Switzerland in 
1848 to seek his fortune in the new 


‘world. Guggenheim found it, first 


~ 


in peddling goods from door to 
door and then by producing stove- 
black when he 
saw the pent-up 
demand for that 
item. Since lead 





the influence of the Guggenheims 
(and their in-laws, the Straus 
family) gradually waned at Asar- 
co as the family money poured 
into other ventures. Today, in 
fact, Oscar Straus, as Asarco di- 
rector, appears to be the last link 
with the past, and no individual 
owns so much as 1% of Asarco’s 
common. 

Yet if the Guggenheims are 
gone, the spirit of the penniless 
Swiss immigrant and his sons still 
lingers on. The offices of Gug- 
genheim Brothers are just down 
the corridor from those of Amer- 
ican Smelting at 120 Broadway 
(which was the largest office build- 
ing in the city 
on the day they 
moved in). The 
switchboard 


was an essential which handles 
ingredient in the calls of the 
stoveblack, Gug- Guggenheims’ 
genheim moved Anglo-Lautaro 
west and started Nitrate Co. also 
mining his own takes Asarco 
lead. messages. And 

Meyer soon the same boys 
realized, how- deliver the mail 
ever, that the to Asarco and 
= were *% Guggenheim 
cane det, the — sag a 


miners. So the five sons* who re- 
mained active in the business built 
smelters of their own. Eventually 
the Guggenheims merged with 
American Smelting & Refining and 
controlled the company. 


*Names: Issac, Murry, Solomon, Daniel, 
Simon. 


turesome company entering on a 
whole new career (see story), 
American Smelting & Refining, 
nevertheless, still has its links with 
a romantic past, as well as with a 
unique man, who founded one of 
the great fortune-building families 
of U.S. business. 














The Big Changeover. Time alone 
would tell. It was admittedly a gam- 
ble. But in a sense Asarco had had 
no choice. Up to now, of course, As- 
arco has been primarily a smelter and 
refiner, processing lead (450,370 tons 
a year), zinc (181,592 tons), copper 
(373,419 tons) and gold and silver. 
But producers have continued to 
process more and more of their own 
ore. During 1958, for example, Ken- 
necott terminated its contract at As- 
arco’s Arizona smelter and cut back 
on its shipments to Asarco’s Baltimore 
refinery in favor of rolling a higher 
percentage of its own. 

At the same time, Asarco has not 
had an easy time with its own 
mining operations~in lead and zinc. 
U.S. mines, with their sky-high costs 
and medium-grade ore, cannot com- 
pete with those of foreign producers. 
“The U.S.,” notes MacKenzie, “has 
priced itself out of the lead and zinc 
market.” And at Asarco’s lead and 
zinc mines in Mexico, high govern- 
ment taxes very nearly have driven 
it out of business. “We’re very mod- 
estly in the black in Mexico,” ex- 
plains MacKenzie, “but we’re paying 
higher export taxes than Castro’s lat- 
est tax.” 

They Had No Choice. The choice 
then was clear, even at the time As- 
arco’s directors gave the go-ahead 
signal for Toquepala. Asarco had to 
become a power at the pithead. That 
or sink to a minor role in the business. 
As MacKenzie notes: “We ought to 
put less emphasis on lead, and we 
ought to grow relatively in nickel, 
copper and what have you . . . and 
we want to become more than self- 
sufficient in copper.” 

As an engineering and financial ac- 
complishment, Toquepala is an un- 
questioned triumph. But can Mac- 
Kenzie sell that huge tonnage in the 
soft markets of today? His confident 
answer: “We have already sold some 
of it.” 

For one thing, MacKenzie notes, 
Southern Peru Copper has two long- 
term contracts which will take be- 
tween a quarter and a third of its 
output. Germany’s Norddeutsche Af- 
finerie will buy blister (roughly 98° 
pure copper as it comes out of the 
smelter, but before refining) in an out- 
right purchase, and Brussel’s Societe 
Generale des Minerail de Hoboken 
will buy toll ore, smelt it and then 
return it to Southern Peru Copper for 
sale. Most of Asarco’s 57.75% share 
of the remaining production will go 
to its refineries at Perth Amboy, N.J. 
and Baltimore, Md. 

As MacKenzie sees it, the German 
contract gives Asarco a big leg up in 
getting its investment back in near 
record time. Even if copper should 
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drop to 26c a pound (present price: 
33c a pound), Asarco’s share of To- 
quepala’s annual cash flow will hit $4 
million aided by these contracts. 
And if U.S. copper holds at 30c a 
pound, Asarco’s share will return its 
investment at the rate of as much as 
$6 million a year, recovering it all 
in just six years. “I can see copper 
going to 26c to 28c a pound,” observes 
MacKenzie, “but not much lower.” 

A Profit Regardless of Price? Even if 
the price dips below that level, how- 
ever, the prospect is that it is not 
MacKenzie but the world’s other cop- 
permen who will face sleepless nights. 
For Toquepala has put a giant-sized 
ace up Asarco’s sleeve, one that could 
enable the company to sweep the 
whole pot from the world copper 
board. Indeed, Toquepala holds the 
power of changing the value of every 
card held by the other players. Rea- 
son: the extremely low mining costs 
of the new hole in the Andes. 

Up to now, the winning cards in 
copper always have been held by the 
African mines, where costs are far, 
far below those in other parts of the 
world (see chart). At Toquepala, 
however, massive deposits of copper 
(one estimate of the partners’ total 
reserves: one billion tons of nearly 
1% ore) lie close to the surface and 
are easily worked by inexpensive strip 
mining methods. On top of this, Peru- 
vian taxes are low, there are no im- 
port duties on machinery and virtually 
no export tax levied on metal. 


POURING COPPER WIRE BARS: 
the emphasis is changing 
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ASARCO’S MACKENZIE: 
can he win the gamble? 


As a result, some copper analysts 
have guessed that Toquepala might 
be able to disgorge its riches at a cost 
of just 10c a pound. “Ten cents a 
pound?” smiles MacKenzie. “You're 
just a little too low.” 

But just a little. The cost of Toque- 
pala’s copper could run under Ilc a 
pound. No copper in the world, even 
African, can compete with it on costs. 
In other words, no matter what the 
state of the market, Toquepala should 
be able to sell its copper at a profit. 
As MacKenzie puts it: “If there’s a 
market anywhere for copper, Toque- 
pala will be there.” 

Of Smelters & Costs. Yet Toquepala 
is only one of the many gambles made 
by other men that Jack MacKenzie 
must make pay off. There are still 
those copper deposits in Australia and 
the U.S., and new asbestos deposits in 
Canada. Then there are Asarco re- 
fineries. In the years when copper 
soared to 54c a pound, and smelting 
and refining profits were equally high, 
Asarco itself grew fat and lazy, with 
operating costs that were as high as 
Toquepala’s now are low. 

John D. MacKenzie, the man who 
must turn these problems into profits, 
was born on a North Dakota farm. 
He worked his way through the Uni- 
versity of North Dakota, partly by 
playing third base for a bush league 
ball club, and graduated with a de- 
gree in mining engineering. Then he 
did graduate work at the University 
of Utah, following it with a master’s 
degree in metallurgy at the Univer- 
sity of California. At the age of 22, 
young Jack MacKenzie joined Asarco 
as a chemist at its Garfield, Utah cop- 
per smelter. 

MacKenzie first made his mark at 
Asarco when he went to a “sick” 
smelter high in the Peruvian Andes. 
He had to go in by muleback but soon 
had the smelter working efficiently. 
That started his long climb up the 





Asarco ladder, bringing him to New 
York in 1948 as vice president in 
charge of refining and smelting. 

Wherever he traveled as a head- 
quarters man through the Asarco em- 
pire, Vice President MacKenzie car- 
ried the gospel of efficiency and low 
cost. The invariable reply: “You're 
always preaching, but what are you 
doing at headquarters?” 

MacKenzie became president and 
chairman of Asarco during a four 
month period in 1958, and the ques- 
tion finally was answered. It was none 
too soon. During 1958, profits were 
hardly a third of the $7.46 a share high 
of 1950. Under MacKenzie’s broom, 
cushy jobs disappeared, over-age ex- 
ecutives retired and jobs that had been 
done by three men now were done by 
one. All told the Asarco payroll was 
slashed by 20%. “I’m a great believer 
in the truth of Parkinson’s Law,” says 
MacKenzie, “but you can’t stamp out 
that kind of waste if you don’t keep 
working at it.” 

The Pirate & The Treasure. Cutting 
payrolls is one thing, however, and 
winning other men’s bets quite an- 
other. Take the case of Asarco and 
Canada’s Black Lake. At a cost of 
$36 million, Asarco drained the lake, 
built a processing mill and started 
dredging away the sludge which lay 
over a huge deposit of asbestos. As it 
worked away, Asarco liked to think of 
itself as being in the process of un- 
covering a pirate’s treasure. 


So far, though, the lake has been 


A TOUGH 
NEW COMPETITOR 


Some shrewd Wall Streeters think 
that Southern Peru's Toquepala mine 
will produce the world’s lowest-cost 
copper. Here are their estimates of 
production costs in the three major 
copper mining areas of the world and 
at Toquepala. Solid color indicates 
minimum estimate of costs in the area, 
shaded color the maximum estimate. 
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more pirate than treasure. Its depos- 
its finally were unearthed in 1958. By 
then, however, the recession was on, 
the entrenched Canadian asbestos 
producers were expanding and the 
Russian government was selling as- 
bestos fibers at a discount. So As- 
arco’s brave new venture dragged 
along at half of its capacity. 

“We haven’t made any money out 
of asbestos yet,” admits MacKenzie. 
This year, however, things may 
brighten for Asarco in Canada. The 
recession is past, the Russians have 
backed down, and MacKenzie feels 
that Asarco asbestos may finally turn 
the corner. As he sees it, in fact, the 
asbestos operation this year should 
operate at a profitable 75% to 80% of 
its 100,000 ton capacity. 

The Rich One. But, as if Toquepala 
and asbestos were not enough, Mac- 
Kenzie has still another hand he must 
play out in the game of changing As- 
arco from smelter to producer. In 
many ways, it is the card with the 
highest value of all. MacKenzie’s eyes 
flash an electric blue when he de- 
scribes Asarco’s 53.9% ownership of 
Mount Isa Mines, Ltd., in far-off Aus- 
tralia. “It’s so rich,” he enthuses, “that 
we don’t know what we've got—one 
drill hole intersects eight commercial 
veins.” 

Out of Mount Isa tumble lead, zinc, 
copper and silver. But, adding in no 
small way to its luster, is the fact 
that Asarco can count on a market 
for every ounce of every metal it 
produces there. So strong is the mar- 
ket, in fact, that MacKenzie currently 
is tripling his Australian capacity to 
meet it. 











SOUTHERN PERU'S TOQUEPALA MINE: 
set to produce the world’s cheapest copper 


Even the fact that Mount Isa cur- 
réntly does not have the smelting and 
refining capacity to match its output 
is no drawback. MacKenzie has eager 
customers for his surplus concentrates 
in the nearby Japanese. “With their 
low labor costs,” he notes, “they will 
pay terrific premiums for raw ma- 
terials.” 

Like Toquepala, moreover, Isa is a 
low cost producer. The metal content 
of its ore, for example, runs to 4% 
vs. 1.4% in the U.S. So MacKenzie :is 
“building big furnaces where there 
are little ones,” and is constructing 
the world’s biggest lead refinery in 
England to handle that phase of pro- 
duction. Unlike the U.S., Europe is 
a big market for lead for roofing. As 
an added break, the Australian tax 
laws put even the U.S.’ accelerated 
amortization to shame. MacKenzie 
can expense every dollar of his build- 
ing bills at Mount Isa in the year in 
which they are incurred. “It will 
take,” says he judiciously, “just four 
years for the really big earnings to 
show up at Mount Isa.” 

Stock Market Wizardry. In fact, Mac- 
Kenzie could probably make a roar- 
ing profit on the whole Mount Isa 
transaction even if he never sold an- 
other ounce of its metal. Asarco 
acquired its half interest in the Aus- 
tralian company for an investment of 
just $12 million. In the meantime, en- 
thusiastic Australian investors, bid- 
ding for the mniority shares, have 
run the worth of that stock up to $120 
million. 


In the US., the still-developing 


Mission mine, of course, is hardly in 
the same league with such giants as 





MOLTEN METAL: 
the old clients were gone 


Toquepala and Mount Isa. Neverthe- 
less, MacKenzie is almost equally en- 
thusiastic about the Arizona deposits. 
Like all the new Asarco holdings, it 
is a low cost producer of copper which 
should be able to hold its own in any 
business climate. In fact, MacKenzie 
estimates that Mission will bring As- 
arco a cash flow of $10 million a year 
even if copper sells at 29c a pound. 

Problems, Problems, Problems. If 
Toquepala, Mount Isa and Lake 
Black become the rip-roaring suc- 
cesses they seem likely to, Jack 
MacKenzie will have finally worked 
out those fateful and far-reaching 
decisions made by an Asarco board 
of earlier years. Only to be faced, 
however, with yet another problem. 
As MacKenzie phrases it: “We're go- 
ing to be cash long, and we'll have a 
reinvestment problem.” 

Just where—and how—will Asarco 
put that excess cash to work? Will 
it diversify? “Everybody around here 
is dreaming about it,” admits Mac- 
Kenzie. “And we do have showings 
of some things around the world— 
things other than lead, zinc and 
copper.” 

But in the cloak-and-dagger world 
of mining, with its long history of 
claim-jumping, the very nature of 
such holdings is a closely-guarded 
secret. Not so secretive, though, are 
Asarco’s efforts in another direction: 
Enthone, Inc. Enthone carries on re- 
search for Asarco in an industry which 
now is paying for its sin of overlook- 
ing research for long years. 

Enthone’s scientists probe into such 
fields as chemical reduction, non- 
electric plating and high-priority met- 
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SILVER BARS: 
are there enough customers? 


als. As even MacKenzie notes, such 
efforts will add little to Asarco’s short- 
term volume and any big profits prob- 
ably are long years away. Yet some 
of the things which the Enthone lab- 
oratories now are finding hold at 
least the potential of being both big 
and profitable some day. 

Or consider the process at As- 
arco’s El Paso smelter for taking 
germanium out of ore that has as little 
as .02% of the metal in it. “I built a 
little plant for $140,000 to smelt it,” 
muses MacKenzie, “and I got my 
money back five times in one year.” 

Cash & Earnings. But this is for the 
future. What about immediate earn- 
ings? Toquepala is unlikely to do 
much for earnings in the immediate 
future, even though it is already gen- 
erating cash flow. Reason: it will be 
written down as quickly as possible. 

Nevertheless, 1960 is shaping up as 
a fairly prosperous year for American 
Smelting. Last year it boosted its 
working capital from $110 million to 
$135 million. This year, though As- 
arco plans to spend roughly $20 mil- 
lion on expansion, MacKenzie expects 
to increase cash by $35 million. 

Earnings? The long strike is over, 
and U.S. copper consumption could 
hit 1.6 million tons this year, up 14%, 
with European demand rising along 
with it. Jack MacKenzie, a conserva- 
tive man despite the long odds he 
gambles against, expects a solid but 
not sensational improvement over de- 
pressed 1959. “This year will be a 
pretty good one,” he says. “I think 
we'll earn about $4 a share.” 

At the same time, and despite all 
the expansion of the past few years. 
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MacKenzie has built Asarco into a 
strong financial position. Other than 
the Southern Peru loan from the Ex- 
Im Bank, American Smelting has no 
long-term debt at all, “though I’m not 
opposed to debt,” notes MacKenzie. It 
also has valuable holdings in com- 
panies in the fabricating side of the in- 
dustry. All told, it owns 36% of the 
stock of Revere Copper & Brass and 
35% of General Cable. Leaving out 
Toquepala entirely, the market value 
of all of Asarco’s investments now 
stands at $50.50 per Asarco share. 

Another Four Corners? Whatever the 
outlook for Asarco, however, one 
thing seems certain: Jack MacKenzie 
will overlook precious few chances 
of boosting Asarco’s profits. Ruefully, 
in fact, he keeps thinking of the Four 
Corners of Arizona, Colorado, Utah 
and New Mexico, which is now one 
of the hottest oil and gas exploration 
areas on the face of the earth. In the 
1920s, as MacKenzie recalls, a little 
Asarco smelter in Durango was the 
first user of gas from the Four Cor- 
ners. Nobody at American Smelting, 
however, stopped to consider that 
there might be more gas in the basin, 
gas which a company could develop 
at considerable profit to itself. 

Jack MacKenzie somehow cannot 
forget that little smelter sitting blind- 
ly over a fortune in gas. Probably he 
can’t forget because the Four Corners 
situation symbolizes for him the many 
opportunities missed by Asarco in the 
days when it was rich and lazy. Still 
rich but no longer lazy, Asarco is 
entering on a new era. If Jack Mac- 
Kenzie has his way it will be the 
famed old company’s golden era. 





ASARCO MEXICAN MILL AND MINE: 
squeezed hard by south-of-the-border taxes 


FINANCE 





MR. BLACK 
COMES HOME 


Long-term interest rates com- 
ing down? Doubtful, says 
World Bank’s Black. He pre- 
fers paying 5° for long-term 
money here to paying less 
abroad for short-term funds. 


New Yorx’s bond market last month 
greeted the return of an old friend, 
Eugene Robert Black, and his World 
Bank. For the past 15 months, Black 
had snubbed U.S. money marts to do 
his financing abroad. Now he was 
back, with an issue of $125-million 
25-year bonds (non-callable for ten 
years) at 5%. 

Why, with money supposed to be 
so tight, had he come here? Because, 
explained a Black aide, the money 
was cheapest here right now. 

To U.S. businessmen who feel 
squeezed by rising interest rates, 
Black’s reasoning might come as a 
shock. Continued the aide: “We could, 
of course, have gotten a better rate 
borrowing short-term money abroad 
But that would have amounted to 
gambling that the interest rate here 
will go down. We felt that would be a 
dangerous game to play now.” 

But if the international lender 
thought it was hedging against higher 
rates, bond buyers were willing to bet 
the other way. The entire issue was 
snapped up in a few hours, promptly 
moved to a premium at 100%. 
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METALS 


SMILING THROUGH 
TEARS 


Three years after their chief 
market collapsed, U.S. tita- 
nium producers are still plug- 
ging along—but not with 
their old optimism. 


Nor too long ago—within the mem- 
ory, say, of a bright ten-year-old— 
US. titanium producers had bulging 
profits and booming prospects. From 
1950 through 1956, the light, strong 
“wonder” metal was slowly but cer- 
tainly developing from a laboratory 
curiosity into a crucial material for 
supersonic aircraft. 

In those years titanium shipments 
increased 100-fold. With manned air- 
craft the very keystone of U.S. defense 
plans, airplane manufacturers and 
government stockpiles provided a 
guaranteed market for every pound of 
titanium the producers could make, 
despite a price of $11.75 a pound. 

As 1957 began, not surprisingly, 
many an investor looked on approv- 
ingly as one corporate giant after an- 
other got into the field or made ready 
to do so. Among them: Kennecott, 
National Distillers, Dow, Republic 
Steel and Crane (Cramet). Union 
Carbide, one of the most ambitious 
entrants, spent some $30 million (in- 
cluding research and development) 
on a giant plant at Ashtabula, Ohio. 





PRICED OUT 
OF THE MARKET? 


Titanium mokers have cut their 
prices more than 60% since 1955. 
Stainless steel prices have risen 
25%. A pound of titanium further- 
more will do the work of roughly 
two pounds of stainless steel. 
Nevertheless, titanium is having o 
rough time competing with stain- 
less. Reason: in most uses, titanium 
is still more than three times os 

Titanium 


ms 
Stainless 
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The Big Switch. Within a matter of 
months that year, however, a radical 
switch in defense policy struck tita- 
nium a staggering blow. The Pen- 
tagon decided against manned air- 
craft by the thousands in favor of 
missiles by the dozens. 

Overnight more than half of the 
titanium demand was wiped out. 
Shipments fell from a record 5,500 
tons in 1957 to a mere 2,600 tons 
in 1958. Such companies as Allied 
Chemical, Dow and Kennecott either 
shut down plants they had already 
built or cancelled once-firm plans to 
build them. Crane and Republic dis- 
solved their joint venture and turned 
their plant back to the Government. 
Last year shipments were up about 
23%, to some 3,200 tons, but the in- 
dustry was puttering along at just 
20% of capacity. Union Carbide shut 
its big plant. Gloom was everywhere. 

But last month, for a change, there 
were some cheerful faces among those 
left in the titanium industry. Bad as 
business was, most producers of ti- 
tanium sponge and titanium mill 
products could at least claim to be 
running in the black. 

In Pittsburgh, for example, Cru- 
cible Steel President Joel Hunter 
told Forses: “We shipped about $6.6 
million worth of titanium products 
last year and ran safely in the black 
on it.” Republic Steel had titanium 
sales of some $2.8 million, said a 
spokesman, “and we definitely showed 
a profit, a satisfactory profit.” 

low Overhead. Of course, neither 
Republic nor Crucible produces basic 
titanium. Both buy sponge (the basic 
metal) only as they need it and smelt 
it into ingots for processing into 
valves, piping, sheets and other hard- 
ware. Thus they are unburdened by 
excess capacity costs since they can 
turn out titanium products on steel- 
making facilities. Titanium, too, is a 
small part of their total business. 

Yet even New York-based Tita- 
nium Metals Corp. of America, which 
makes both sponge and mill products, 
was singing an optimistic tune again. 
Jointly owned by Allegheny Ludlum 
Steel Corp. and National Lead Co., 
TMCA had been among the most 
severely hurt when the Government 
switched its defense strategy. In 1957 
it earned $43 million on sales of 
$52.6 million. In 1958, burdened by 
high depreciation charges on top of 
collapsed sales, it lost $1.4 million 
on shipments of $24 million. 

But last year, said President E.R. 
(“Jeff”) Rowley, things improved in 
just about every way for the indus- 
try’s biggest producer. “We increased 
our volume of shipments enough to 
offset three different price cuts. 

I think we can break even on the 
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TITANIUM FOR MISSILES: 
but only 15% for civilians 


year, perhaps show a small profit.” 

Dollars & Cents. Nevertheless, this 
was admittedly small consolation in- 
deed in terms of titanium’s original 
promise. Immune to salt water cor- 
rosion and almost twice as strong as 
stainless steel, titanium is worth its 
high price to builders of Navy 
fighters. But commercial markets 
have been no easy matter since tita- 
nium producers, despite heavy price 
cuts (see chart), are still selling a 
product in dollars a pound to men 
long accustomed to thinking in terms 
of cents. All told, only 15% of last 
year’s shipments went into civilian 
uses. Almost all the rest went into 
manned military aircraft. 

Before markets can support enough 
business to substantially raise the 
industry’s pitifully low operating 
rates, the price of the metal must 
come down. No one is more aware of 
this than du Pont, which pioneered 
titanium sponge in the U.S. and now 
ranks second only to TMCA. Says 
du Pont’s Colin Bradford, director of 
metal products: “If we can get ti- 
tanium to roughly two and a half or 
three times the price of stainless steel, 
we'll begin to see a tonnage market.” 

When will that be? And will the 
market grow sufficiently to absorb all 
the available capacity? Bradford only 
shrugs. Not even the development of 
a real tonnage market would neces- 
sarily guarantee immediate prosperity 
for the titanium sponge makers. Rea- 
son: such giant plants as Union Car- 
bide’s and the government-built plant 
once run by Cramet, their stacks 
now smokeless, could be ready to go 
again if enough demand raises its 
head. Sadly conceded one industry 
pioneer last month: “It'll be a long, 
long time before we can earn a decent 
return on our investment.” 
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“Flint and Ekco stainless products have ‘Quality Plus’ 
because we use only the finest steels” ROBERT T. BEGGS, President, 


@ eae Ekco Products Co. 


“Mrs. America trusts the names Flint and Ekco because she has learned you can’t beat well-made 
stainless steel products for lasting, easy-to-care-for beauty,” continues Mr. Beggs. “To assure us that 


we will always have the ‘Quality Plus’ in our products we begin with the finest materials. That’s why 
a good amount of our steel comes from the Sharon Steel Corporation, Sharon Pa.” 


<Knonens> SHARON Quelty STEEL 
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growth of the Columbia Gas System 


In 1959 over 3,200,000 homes and businesses used an all- 
time high of 736 billion cubic feet of natural gas deliv- 
ered, directly and indirectly, through the Columbia Gas 
System — 36 billion more than in 1958. 

Despite the prolonged steel strike the System deliv- 
ered more gas than ever to the growing industrial com- 
plex it serves in 7 states—New York, Ohio, Pennsylva- 
nia, Kentucky, West Virginia, Virginia, and Maryland. 

The number of owners of the System grew, too. 
Thirty-two thousand more of them — 182,545 in all — 
were listed as stockholders of The Columbia Gas System, 
Inc. at year’s end. 

And the men and women who work for the Columbia 
Gas System, including those who operate the System’s 
pipeline from the Gulf Coast to the Kentucky-West Vir- 
ginia border, shared $79,000,000 in wages and benefits 
during the year. 
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Here is evidence of the growing demand for a vital 
public service—the production, transportation and deliv- 
ery of natural gas — on which so many people depend 
for their daily comfort, convenience and economic bet- 
terment. For the complete story on the growth of the 
Columbia Gas System—and its continuing investment in 
better service for more people — write for your copy of 
our 1959 Annual Report. 


= 


SYSTEM, INC. | .<he 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 4int STREET, NEW YORK 17, WN. Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, ATLANTIC SEABOARD 

TION, COLUMBIA GAS OF KENTUCKY, INC. VIRGINIA GAS D.STRIBUTION CORPORATION, KENTUCKY 
TRANSMISSION CORPORATION ... COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE OMIO VAI- 
GAS COMPANY ... PITTSBURGH GROUP: THE MANUFACTURERS UGHT AND HEAT COMPANY. COLUMBIA 
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WALL STREET 


BIG BREEZE 


The sailing Shields whistled 

up quite a breeze when they 

berthed Chris-Craft in NAFIs 
marina last month. 





ALMostT any sailing enthusiast will 
recognize the name of Shields. After 
all, Paul V. Shields was a three-time 
winner of the Seawanahaka Cup (for 
six-meter boats), and brother Cor- 
nelius took part in the 1958 interna- 
tional America’s Cup race when the 
U.S.’ Columbia beat Britain’s Sceptre. 
But last month, the conjunction of 
the Shields and boating was raising a 
turbulent wake on Wall Street. 

The Shields are hardly strangers 
to The Street. They run Shields & 
Co., an old-line investment banking 
house, and sometimes dabble in tak- 


ing over private companies. The 
latest excitement came when the 
Shields’ NAFI Corp.* (which they 


and their friends control with about 
35% of the stock) announced it was 
buying Chris-Craft Corp. leading 
maker of small boats, for $40 million. 

What with other, and far smaller, 
boat builders commanding prices 
ranging from 15 to 20 times earnings, 
investors quickly latched on to 
glamour potential. In spite of on- 
again, off-again rumors about the 
deal, the market promptly put a 
premium on the proposed acquisition 
by bidding up NAFI stock from 13% 
on Feb. 1 to 32% on Feb. 15. 

All in all, the winds generated 
made NAFI (total assets: $25.9 mil- 
lion) one of the most heavily traded 
stocks last month, with 801,500 shares 
changing hands in one week. 

NAFI? What's That? But what was 
NAFI itself? Mainly a _ corporate 
shell controlled by the Shields, which 
they picked up back in 1956 when 
they noted that a smallish auto seat 
cover maker ($45.9-million sales) 
named National Automotive Fibres 
Inc. could be had at around $12 a 
share against a book value of $22. 
After buying control, they disposed of 
almost all original operations (except 
for a few still-profitable facilities), 
leaving a name and an estimated $20 
million in cash. 

In early 1959, Paul Shields, now 
Chairman of NAFI, started putting 
the cash to work. He picked up 
some $19 million worth of gas and oil 
properties (mostly with borrowed 


ge Corp. Traded ayes. ge gries: 
34. Price range a9)" no high, 325%; low, 
12%. Dividend (a none. Tndicatad 1960 
eyes 25c. Earni share (1958): 
= + Total assets: $259 million. Ticker sym- 
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NAFI CORP.’S PAUL SHIELDS: 
new berth for Chris-Craft 


money), bought television stations in 
Los Angeles and Portland, Ore. and 
a radio station in Houston, and 
changed the name to NAFI. 

By far the biggest move came last 
month when the Shields persuaded 
the family owners of Chris-Craft to 
sell them the Florida-based boat 
builder, against spirited bidding from 
bigger Brunswick-Balke-Collender. 

Every Man a Yachtsman? But what 
The Street was obviously buying was, 
in effect, a first issue of a pleasure 
boat company rather than NAFI it- 
self. Chris-Craft is already a domi- 
nant factor in the field which is 
showing the lushest status-symbol 
growth of all. Its net profit of $2.5 





EL PASO’S KAYSER: 
his troubles are lifting 





million in fiscal 1959 (ended Aug. 31) 
far outweighs NAFT’s own $840,000 
for 1959. And in its first four months 
of the current fiscal year, Chris-Craft’s 
sales and earnings both have been 
running 85% ahead of the year-ago 
period. 

Shields, for one, sees tremendous 
expansion potential, notes that for 
Chris-Craft neither the West Coast 
nor Canada have yet been exploited 
Enthuses he: “If we build boats in 
Europe using Chris-Craft methods, 
we can do it for about half of the 
cost of custom-built boats there.” 

The Chris-Craft purchase, how- 
ever, will stretch NAFI’s cash about 
to its limit. This despite the fact that 
NAF is only paying part cash down, 
with a bank loan filling in, and the 
balance to be paid over a five year 
period. Fortunately, it leaves Shields 
in the relatively comfortable position 
of letting his new acquisition pay 
for itself. 

Small Ship, Big Sail. Still, Paul 
Shields is piling a lot of sail on his 
still small corporate shell. He may 
have to use all his navigation talent— 
corporate and sailing—to get where 
he plans to go without some fiscal 
strains. But what with NAFI com- 
mon in big demand and selling at a 
substantial premium over book value, 
Shields should have little trouble 
financing his expansion on reason- 
able terms. 


NATURAL GAS 


PROFITS FLOWING 
AGAIN 


Paul Kayser’s El Paso Nat- 

ural Gas has finally and per- 

haps decisively fought its way 
out of a three-year slump. 





Time was, back during the first half 
of the “Fabulous Fifties,” when many 
Wall Streeters pointed to El Paso 
Natural Gas Co.* as the very model 
of a modern major growth enterprise. 
A pioneer pipeline which exercised 
a cheerful monopoly on deliveries to 
the booming markets of the Far West, 
El Paso seemed to deserve the title. 
In the years 1950-56 alone, its rev- 
enues more than quintupled, from $40 
million to $221.5 million; total net 
soared from $6.4 million to $26.7 mil- 
lion; and net per share, though se- 
verely penalized by dilution, still 


*El Paso Natural Gas Co. Traded NYSE 
a, price: ei Price ran; : (1959-60) 
oy 


high, 39; low, 28 idend (1 $1.30. In- 
dicated ' 1960 YY ‘'*: $1.30. Forni Ss per 
share (1959): $ Total assets: $1,466.8 mil- 
lion. Ticker symbol: 
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SOUTHWESTERN 


managed nearly to double, from $1.16 
to $2.11. 

Then, abruptly, El Paso faltered and 
went into reverse. Even though sales 
of natural gas and other petroleum 
products continued to skyrocket, 
earnings headed obstinately downhill. 
They plummeted to $1.65 a share in 
1957, edged off a bit more to $1.61 
in 1958. 

As 1959 wore on it began to look 
as if El Paso were still on the tobog- 
gan. President Paul Kayser could re- 
port net of but 98c a share in 1959’s 
first nine months, off from $1.11 the 
year before. 

Harbinger of Spring. But, like a 
mile runner who saves his finishing 
kick for the final lap, El Paso still 
had something in reserve, as became 
apparent last month. A strong fourth 
quarter, Kayser reported, had enabled 
his hard-pressed company to ring up 
net of $11.5 million, or 68 cents a com- 
mon share. Not only was this final 
burst of speed the best three-month 
showing in El Paso’s history, but it 
enabled the company to wipe out its 
previous decline and end 1959 with 
net of $1.66 a share. A very nominal 
increase of 5 cents over 1958 it was, 
but an increase all the same and the 
first in three years. “To our way of 
thinking,” commented Kayser, “it’s 
indicative of a trend which should 
continue through 1960. We're defi- 
nitely looking for higher earnings this 
year.” 

Kayser had some solid grounds for 
optimism. Through 1957, 1958, and 
much of last year he had been batting 
on an undeniably sticky wicket, as- 
sailed by a combination of events 
largely beyond his control. California, 


ELINE HEADED FOR CALIFORNIA: 
for a one-time “growth” company, the end of a three-year plateau? 


the principal market for El] Paso’s gas, 
had unseasonably warm weather for 
three straight springs and summers. 
Meanwhile, heavy winter rains in the 
Pacific Northwest meant an abun- 
dance of cheaper hydroelectric power 
for generating purposes, with further 
lost sales in consequence. The Ari- 
zona copper mines, which use sub- 
stantial amounts of gas, were hit by 
strikes during the last half of the 
year. 

But, as suddenly as they had hit 
him, Kayser’s woes seemed to be in 
full retreat last month. The copper 
mines were back at work. Hydro- 
electricity, though still a fierce com- 
petitor, seemed likely to make smaller 
inroads this winter. Even the weather 
was cooperating: California was shiv- 
ering in an unusually cool winter. 




































Albatross to Asset. Then, too, the 
albatross around Kayser’s neck, his 
giant Pacific Northwest Pipeline di- 
vision, seemed about ready to turn 
into an asset. Key to the improved 
showing: Pacific Northwest's bigger 
customer list, which meant deliveries 
in enough volume to show a worth- 
while profit for the first time since El 
Paso acquired Pacific Northwest in 
1957. 

Thus, after three years on its sub- 
par earnings plateau, El Paso seemed 
ready last month to resume, at a dis- 
tinctly more measured pace, the sort 
of progress it had shown back when 
it was the very model of a modern 
major growth company. Smiled Paul 
Kayser: “We've still got problems— 
you never get rid of all your prob- 
lems at once in this business—but we 
definitely think the worst is over.” 


STEEL 


A QUESTION OF 
TIME . . . & MONEY 


At long last, Big Steel admit- 
ted that it had its eye on the 
West Coast. 


Wir the West Coast steadily grow- 
ing as a major market for all kinds 
of steel products, and with mighty US. 
Steel Corp. having a mere 2% of its 
total steel-making capacity there, the 
rest of the steel industry has long 
been trading rumors about Big Steel’s 
intentions in the area. But Big Steel’s 
unannounced intentions were never- 
theless becoming increasingly clear. 

Last year, while U.S. Steel steadily 
refused to discuss the matter in public, 
the rumors suddenly switched from 
“Will they build there?” to “When 
will they build there?” 

Last month, U.S. Steel finally broke 
down and, for the first time, formally 
admitted that it was indeed only a 
matter of time. Said President Leslie 
B. Worthington to newsmen: “U.S. 
Steel has up-to-date plans for an in- 
tegrated steel plant on the West 
Coast.” 

But Worthington hastened to add 
that it was more than a matter of 
time. It was also a matter of money. 
At this point, said he, no one can say 
when sufficient funds will be avail- 
able. The best Worthington could say 
was that he hoped to see the plant 
built before he retired. That would 
put the target date anywhere between 
now and 1967. Probable cost: well 
upwards of $500 million, a whopping 
sum even for The Corporation. 
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1959... 
CULMINATION of our 
FIRST DECADE 
in CHEMICALS 


JUST 10 YEARS AGO, National Distillers began a diversification program in the 
field of industrial chemicals. By 1959, the company had achieved certain 
significant goals along the way. Today National Distillers and Chemical 
Corporation is: 





@ 12th in the U.S. in overall chemical sales. @ Third—and soon to be 
second—in the production of polyethylene, the world’s fastest growing 
plastic. @ World leader in sales of industrial alcohol. 


Net chemical sales, excluding Federal excise taxes, amounted to $118,511,000 
in 1959, an increase of $26,510,000 over the preceding year. Chemical operat- 
ing profits were $20,601,000, or 37% of total operating profits, up $4,550,000, 
or 28%, over 1958. 

The U. S. Industrial Chemicals Co. Division’s polyethylene production 
capacity of 200 million pounds a year will be increased by mid-1960 to 300 
million pounds, making National the world’s second largest producer. Sub- 
stantial gains were registered during 1959 in polyethylene, industrial alcohol, 
sulphuric acid and ammonia. The division is also a large producer of liquefied 
petroleum gases (LPG), caustic soda, chlorine, sodium, phosphoric acid and 
ethyl chloride, as well as a number of smaller volume products. 

The Kordite Division, producer of polyethylene film and converted film 
products, was greatly expanded in 1959, capacity being approximately 
doubled during the year. Research facilities were enlarged and great emphasis 
is being placed on developing new uses and markets for polyethylene film. 
Continued rapid growth for this new packaging material is indicated. 

Liquor Division sales in 1959 reached the highest level in company history. 
The trend of consumer preference for premium straight bourbon whiskeys 
continued and Old Grand-Dad, Old Taylor and Old Crow were even more 
firmly established as leaders in their respective fields than ever before. 
Gilbey’s Gin became the largest selling gin in the United States in 1959. 

Sales of the Liquor Division in 1959 totaled $426,357,000, a new record 
high, up $25,177,000 from the preceding year. Operating profits of the divi- 
sion amounted to $35,280,000, or 63% of total operating profits, a gain of 
$5,273,000, or 18%, over 1958. 

The future looks most promising and 1960 should result in increased growth 
for each division of National Distillers and Chemical Corporation. 


NATIONAL DISTILLERS and CHEMICAL CORPORATION 


99 PARK AVENUE, NEW YORK 16, N. Y, 





Copies of the Annual Report 
for 1959, containing a RESULTS IN BRIEF 
more complete description 1959 1958 
of the advances made Net sales $575,566,000 $524,310,000 
during the year, are Operating profit*—Liquor 35,280,000 30,007,000 
available on request. Operating profit*—Chemical 720,601,000 16,051,000 
Write for your copy to Federal taxes on Income 25,900,000 21,075,000 
Paul C. Jameson, Treasurer. Net income 25,068,000 20,103,000 
Net income per common share $2.23 $1.76 
Common stock dividends paid 1.10 1.00 
: Working capital $222,868,000 $221,436,000 
Net property, plant 
| us.D and equipment 186,431,000 175,018,060 
Depreciation provided 13,463,000 = 11,301,000 
* Before interest charges and Federal income taxes. 
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“Now 
its our turn...” 


——— Red Cross is many good things. We need this spirit always to refresh the 


life of le and to advance th ce- 
It is the hope and substance a neighbor ee ee abet iia 


: ee ; ful goals of mankind. So now it is our turn 
brings to your home in time of need. It is a 


to exercise it and extend a generous hand 


friendly visit to a hospitalized i 
hoe ee eS 2 EY to support the work of the Red Cross. 


by a Red Cross volunteer. It is the life- 
giving blood that speeds the recovery of the 


sick and injured. In all things, it is the AJ na«© hthrn 
spirit of man helping man. 
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SOFT DRINKS 


THE LONG, HOT 
SUMMER 


With a handsome assist from 

the weather, soft drink sales 

broke all records last year. 

And that, in turn, meant bub- 

bling profits for the indus- 
try’s Big Three. 





IN THE annals of the nation’s soft drink 
makers, 1959 may well go down as the 
year their industry finally broke par. 
“Par”—an annual consumption of 200 
bottles per capita—had eluded the pop 
peddlers for years by narrow margins. 
But last year, with a generous assist 
from the thermometer, the bottlers’ 
bogey fell at last. Spurred by one of 
the longest, hottest summers in mem- 
ory, thirsty Americans guzzled down 
an estimated 1.6 billion cases of the 
fizzy stuff, and in the process brought 
joy to its makers. 

All this thirst-quenching meant 
happy news for profit-thirsty stock- 
holders of the industry’s Big Three 
last month. From their nearby head- 
quarters on New York’s Madison and 
Park Avenues, Coca-Cola’s Chairman 
William Edward Robinson and Pepsi- 
Cola’s President Herbert Barnet took 
an advance look at the year’s results, 
found them undeniably bubbly. Over 
at Canada Dry, just a stone’s throw 
away, President Roy Moore Jr. seemed 
to have drawn a sure bead on the 
$100-million sales volume which bare- 
ly eluded him last year, and had some 
effervescent earnings to report as well. 

Coke’s Bounce. To the confusion 
of Wall Streeters who had begun to 
wonder if famed old Coke had lost 
its zip, jovial Bill Robinson had some 
highly impressive gains to report. On 
sales up some 10% to around $340 
million, Coke’s profits, Robinson said, 
had bubbled ahead “to exceed $7.85 
a share.” That 10.6% pickup more 
than equaled the profit gains over the 
last five years. What had been re- 
sponsible? “Better merchandising and 
promotion, especially at the point of 
sale by our bottlers,” chortled Robin- 
son, “compounded, of course, by that 
fine hot summer.” 

Despite its higher net on the sales 
dollar, Coke’s return on equity, how- 
ever, remained a somewhat flat 15% 
last year, compared to Pepsi’s esti- 
mated 26.5% (see chart). But Robin- 
son is unapologetic. “Return on net 
worth doesn’t mean a thing when you 
are comparing two companies of dif- 
ferent age,” he snorts. Nor does he 
feel apologies are necessary for Coke’s 
cash-laden (over $90 million), debt- 
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free balance sheet, its 4-to-1 asset to 
liability ratio. “That big cash balance 
means continuity of dividends good 
years and bad,” notes he, “plus the 
ability to expand without diluting 
stockholders’ equity with new financ- 
ing.” 

Pepsi‘’s Progress. Nonetheless, over 
at Pepsi, President Herbert Barnet 
(who succeeded the late Alfred Steele 
last April) was proving that he could 
expand without dilution even if he 
didn’t have Coca-Cola’s cash. With 
1958 year-end debt a modest $9 mil- 
lion, Barnet did not hesitate to borrow 
another $20 million last year. Far 
from slowing Pepsi’s progress, that 
seemed to speed it up: sales jumped 
13.7% to about $156 million, earnings 
rose 14.4%, to about $2.15 a share. 





Who's Got The Sparkle? 


Once again last year, runner-up 
Pepsi-Cola earned a higher return on 
its stockholders’ money than did rival 
Coca Cola... 
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... But when it came to profit margins, 


Coke still had a clear edge. 
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BARNET 
for stockholders, news of fizzing sales and effervescent earnings 





: MOORE: 


“This business,” grins lawyer- 
turned-salesman Barnet, “is basically 
an advertising and promotion game.” 
Practicing what he preaches, Barnet 
and his 500-odd U.S. bottlers shelled 
out $28 million for promotion in 1959, 
will up the outlay to $32 million this 
year. One measurable result: Pepsi's 
sales, which were only 30% as large as 
Coke’s in 1954, last year were 46% 
as great. Now Barnet is taking dead 
aim at the profitable soda fountain 
business, where, he admits, Coke cur- 
rently is beating Pepsi hands-down. 

Dry Reading. Of late, the driest 
reading for stockholders among the 
Big Three has been provided, against 
his will, by Canada Dry’s Roy Moore. 
Moore’s problem: his ginger ale not 
only has numerous competitors in 
other brands, but also has lacked both 
the world-wide bottling organization 
and the enormous popular acceptance 
of the two colas. To offset this, Moore 
is building up his overseas outlets 
(especially in Central Europe, to serve 
what all soft drink men agree is the 
world’s fastest-growing market). He 
has also introduced new flavors 
(orange, grapefruit, lemon, even a 
cola) under the Canada Dry label. 

Last year the results of Moore’s 
hard work began to show, as sales 
just missed $100 million (actual fig- 
ure: $98.6 million) and net hit an all- 
time high of $4 million. But, thanks 
to dilution, net per share, at $1.61, 
still trailed 1957’s record $1.73. 

Straw in the Wind? With a wary 
weather eye on the thermometer, all 
the soft drink sultans envision even 
more sparkling results for 1960. “The 
leading companies in our industry ex- 
pect sales to increase from 5% on 
upward,” noted Moore. Then, to get 
1960 off to a bubbly start, he is- 
sued a first-quarter statement, which 
showed net of $1.2 million, or 50c 
a share—the best first quarter in 
Canada Dry’s history. 
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BANKS 


CAPITAL SHOWING 


In the fundamental measure 
> Ao colt profitability, it seems 

that the big est, Bank 
of America, is still the best. 





No question about it: 1959 was the 
best year in memory for the nation’s 
big banks. The proof, crystal-clear, 
was found in the burgeoning tide of 
annual reports which the moneymen 
were distributing last month to their 
delighted stockholders. Not only were 
the gains sweeping, but they went 
across the board. Of the 20 biggest 
banks, not one failed to report in- 
creased earnings, the pickups running 
from a sub-par 5.2% (Chicago’s Con- 
tinental Illinois Bank) to a startling 
29.2% (California Bank of Los An- 
geles). 

Acid Test. The year-to-year earn- 
ings gains were hardly unexpected. 
Yet not every bank was doing equally 
well. The acid test of bank profita- 
bility: the return earned on capital 
funds—which is just another term for 
stockholders’ equity. In that respect, 
it was clear, the biggest was still the 
best. California’s mammoth Bank of 
America (Forses, December 1, 1959) 
easily led the pack with a sprightly 
$13.63 of earnings on every $100 of 
capital funds. That topped the next 
best showing, California Bank's $11.87, 
by almost $2 per $100. 

Surprisingly, the giant New York 
banks made a relatively poor showing 
in return on capital funds. Buried 
well down in the pack were Chase 
Manhattan ($9.85) and First National 
City ($8.88), the two titans who year- 
ly slug it out for the title of Gotham’s 
biggest bank. Only one New York 
bank, the relatively small Irving Trust 
(13th in total assets, 14th in deposits), 
made the top five in return on capital 
funds, earning $10.74. 

Penalized by Age. The New York 
banks have a legitimate excuse for 





their perenially indifferent showing in 
the capital fund derby, however. Older 
by many years (and perhaps more 
conservative) than their out-of-state 
brethren, their capital funds have 
grown to a point where they invari- 
ably are a larger proportion of their 
total assets than is the case in younger 
banks. 

For example, the heavily capi- 
talized First National City has capital 
funds equal to 9.4% of its total assets. 
But Bankamerica’s capital-to-assets 
ratio is a mere 5.4%. Thus the non- 
New York banks normally show a 
better return on their capital funds 
—a fact which not even tight money 
seems to change. 


CHEMICALS 





PARTY—WITH 
MOSQUITOES 


American Cyanimid had a 
fine time last year—but some 
bites left uncomfortable welts. 


For Witpur Matcoim, president of 
the big American Cyanamid Co., 1959 
was something like a big garden 
party on a warm summer night: in- 
teresting things going on, plenty of 
excitement, but with an unfortunate 
number of pesky stinging mosquitoes. 

That much Dr. Malcolm made quite 
clear last month when he beamed the 
news to his stockholders that Cyana- 
mid had had a record year in every 
respect, easily beating even 1957 
peaks. Sales were up to $583.6 mil- 
lion, 11% over 1958, and net was up 
to $52.2 million, a 19% rise. 

But Dr. Malcolm also made one 
other thing clear: that the party 
would have been much better with- 
out the mosquitoes. Said Malcolm: 
“Earnings continued to reflect the 
burden of start-up costs, limited ini- 
tial output and depreciation on new 





facilities, as well as sizable outlays 
for the promotion of new products.” 
They were good, in other words, but 
could have been better. 

Still Buzzing. The only trouble last 
month was that the mosquitoes were 
still buzzing. For instance, there was 
Cyanamid’s big pharmaceutical arm, 
Lederle Laboratories. Lederle, along 
with the rest of the drug industry, is 
taking a rough keelhauling from 
the Senate investigations. Since 
Lederle accounts for some 28% of 
sales and an estimated 40%-45% of 
net profits, any federal restrictive 
action in that field might hurt. 

Then, too, there was what Malcolm 
had referred to as “the burden of 
new facilities.’ One particularly 
pesky one: Cyanamid’s $90-million 
acrylonitrile plant at Fortier, La. 
Acrylonitrile is a key intermediate 
for synthetic fibers and rubber. The 
only problem: too many other chem- 
ical companies also see a great future 
for it. Result, according to one an- 
alyst: “At least 50% overcapacity, 
now and for the next five years.” 

Price competition is already rough 
in acrylonitrile. A round of slashes 
just last January knocked 13.2% off 
an already none too profitable price. 
Admits one key aide to President 
Malcolm: “We recognize that the 
acrylonitrile market is going to be 
rough for a while.” 

Comforting Balm. These would be 
more than mere mosquito bites to 
most companies. But Cyanamid over- 
all is in good shape. Malcolm has 
enough new things coming in to 
supply a comforting balm. Lederle’s 
new oral polio vaccine is expected to 
be cleared for commercial distribu- 
tion soon. The Formica division has 
come in with a big new flakeboard 
plant. Cyanamid’s new synthetic fiber 
Creslan looks as if it will pick up a 
comfortable share of the business. Last 
year his profitable divisions more 
than took up the slack from the 
others. This year they should do so 
again. Result: prospects for another 
earnings record in 1960. 





WHOSE DOLLARS WORK HARDEST ? 


For investors, one basic measurement of bank performance is the rate of return management has been able to earn on 





Earned per $106 of Capital Funds, 1959 


its capital funds. Here is how the 20 biggest U. S. banks ranked last year in return on capital funds. 
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LOGGING EQUIPMENT 


The Company has mailed to all shareholders as of 
February 17, 1960, a preliminary report contain- 
ing the financial statements for the year ended 
December 31, 1959. The financial report and oper- 
ating particulars presented here, in condensed 
form, have been prepared by the Company from 
the more detailed financial statements certified by 
the company’s public accountants, Price Water- 
house & Co. Copies of the preliminary report to 
shareholders are available upon request sent to 
the Secretary at the home office of the company 
at Buchanan, Michigan. 
CLARK EQUIPMENT COMPANY 
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TRUCK-TRAILERS TRUCK BODIES 


SALES, INCOME AND OTHER PARTICULARS 

FOR THE CALENDAR YEARS 1959 AND 1958 
1959 1958 

Bee GME cavbketaateseeses $208,183,997 $142,618, 140 








Income before federal income tax. .$ 24,001,804 $1 1 1 948,5 53 3: ; 
Provision for federal income tax. 11,600,000 5,500,000 





NET INCOME for the year.....$ 12,401,804 $ 6,448,533 





CASH DIVIDENDS: 
Common stock—$2.25 per share 
in 1959 and $2.00 per share in 
1958 . : ..$ 6,348,692 $ 4,749,453 
Preferred steck- redeemed June 
15, 1959—annual rate of $5.00 
per share..... . 14,538 36, 896 


TOTAL DIVIDENDS....$ 5,363,230 $ 4,786,349 


EARNINGS—per share of common 
stock outstanding (after dividends 
paid to preferred shareholders), . $5.21 $2.70 








Balance Sheet -—December 31, 1959 


ASSETS 


CURRENT ASSETS: 
Cash... vave asa SbsROC RSs $ 6,907,467 
Accounts secsbvaiiie. . 23,873,455 
Inventories—at lower of cost or 
market. . ... 61,240,937 


Prepaid experses __ 1,063,051 $ 93,084,910 





INVESTMENTS. ............200 17,017,647 
LAND, BUILDINGS AND 
EQUIPMENT . $55,860,386 
Less—Depreciation............ 24,597,133 31,263,253 
$141,365,810 


Forees, MARCH 1, 1960 


LIABILITIES 





CURRENT LIABILITIES ; $ 44,074,959 
LONG TERM NOTES PAYABLE 28,650,000 
CAPITAL STOCK AND 
RETAINED EARNINGS: 
Common stock—par value $15 
per share (2,382,851 shares). . .$35,742,765 
Capital in excess of par value of 
> ao ee : ceccce SOBER 
Earnings retained and used in 
the business... ...... .. 30,167,435 
$68,764,499 
Less — Cost of 5,888 
shares held in treasury ....... 123,648 68,640,851 
$141,365,810 
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IN THE SOUTH... 
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FOOD PROCESSING, one of the South’s flourishing industries, has an outstanding example in the Tom Huston Peanut Company, 
Columbus, Georgia. In an 18-year period, annual sales of this company and its affiliated companies have increased from $4 million to a current 
$45 million. Plant employees now number over 1,000. 


The last half of the twentieth century belongs to the South! 


ONE OUT OF EVERY FIVE grocery- ELECTRONIC DEVICES for the FEMININE FINERY is manufactured 


poe 


type bags used in America is manufac- 
tured at Gulf States Paper Corporation, 
‘Tuscaloosa, Alabama. T’o increase capacity 
and modernize facilities here and at its 
mill in Demopolis, Gulf States is engaged 


in a $20 million program. 


United States’ satellite and guided missile 

rograms are designed, developed, and 
built at Fort Walton Beach, Florida, by 
the Sona Division of Underwood Corpo- 
ration. The Canoga plant site is adjacent 
to Eglin Air Force Base. 


for distribution all ove? the United States 
and in 20 foreign countries at the Purvis, 
Mississippi, plant of Movie Star, Inc., 
makers of lingerie and sleepwear. The com- 
pany has four plants in Mississippi, with 
approximately 1,300 employees. 












MAND 


With its ever-widening, diversified 
jndustrial output, the South enters 
Nthe 1960’s with greater-than-ever 
ength and stability! Accelerat- 
the region’s amazing develop- 
t is the South’s demand for its 
products. Supply and demand 
" are moving forward together. 
_ Since World War II, the region 
_has welcomed almost 5 million new 
) residents. Manufacturing payrolls 
have increased by $3.5 billion. Re- 
tail trade has jumped $8.8 billion! 

In the same period, electric 
power production in the South has 
outdistanced the gain of the nation 
as a whole—by 48%! 

A significant part of this power 
development has occurred in the 
four-state area served by The 
Southern Company and its inves- 

'tor-owned power companies. To 
provide increased electric service 
in the promising years ahead, The 
Southern Company group will con- 
tinue its program of systematic 
expansion, with plans calling for 
an investment of over one-half 
billion dollars in the next three 
years alone. 











































































































THE SOUTHERN COMPANY 
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RAILROADS 


DIFFICULT 
CUSTOMER 


His best customer is also his 

biggest money-loser, but that 

is the least of Bill White's 

troubles at the Delaware & 
Hudson. 





AT LEAST once a month, President 
William White of Manhattan’s Dela- 
ware & Hudson Co.* gets a letter or 
phone call from an irate stockholder. 
The burden of the complaint is al- 
ways the same. “When,” demands the 
stockholder, “are you going to get rid 
of that damned coal mine?” Replies 


| White: “Not as long as it’s an asset 
| to us.” 


Coalman & Railroadman. Complaints 
on what Wali Street calls “Bill 
White’s bottomless black pit,” it must 
be admitted, are seemingly not with- 
out foundation. As a railroadman, Bill 
White has been riding over a fairly 
smooth roadway. The D&H’s railroad 
is a middling-sized and reasonably 
prosperous carrier which plies be- 
tween Montreal and Wilkes-Barre 
and has few high-cost branch lines. 
But as a coalman and operator of the 
D&H’s 100% owned Hudson Coal Co., 
Bill White has been taking his lumps 
with the rest of the stricken anthra- 
cite (hard coal) industry. 

The contrast between the railroad’s 
fortunes and those of the coal mine 
was never stronger than last month. 
As the D&H’s preliminary 1959 report 
showed, the railroad had earned a 
tidy $5.4 million ($3.33 a share) dur- 
ing the year. But losses on the coal 
mine had*cut that profit down to $3.3 
million ($2.04 a share). So, even the 
greenest Wall Street analyst must 
have wontlered, why didn’t the D&H 
jettison itS coal business? 

Not So Simple. As Bill White well 
knows, it is not that simple. The Hud- 
son Coal Co. so far has always gen- 
erated enough cash to pay its bills 
and cover the fixed charges on its 
funded debt. It doesn’t generate 
enough cash, it is true, to cover de- 
pletion writeoffis—but that is not en- 
tirely a bad thing. The coal mines’ 
cash throwoff helps the parent com- 
pany and so does the tax credit it gets 
on the mine’s book loss. 

Then, there is another little matter: 
Hudson Coal is the D&H’s single best 
customer. Its shipments customarily 
make up some 5% of the road’s 


“Delaware & Hudson Co. Traded NYSE. 
Recent price: 274%. Price range (1959-60): 
high, 33; low, 2644. Dividend (1959): $2. Indi- 
cated 1960 payout: $2. Lene oe share 
(1959): $2.04. Total assets: $180.7 million. 
Ticker symbol: DH. 


freight revenues—and the subsidiary 
has to pay the same freight rates as 
everybody else. Explains Bill White: 
“As long as the coal company brings 
in cash and provides $3-$4 million a 
year in freight revenues, it is going to 
continue to be a worthwhile property 
to hold.” 

Wasting Asset. At the drop of a 
postcard from an unhappy stock- 
holder, White will provide some very 
persuasive figures. Even during 1959, 
a bad year for both railroads and coal 
mines, D&H was making money on 
its coal losses. In 1959 the railroad 
earned $6.1 million before taxes. The 
coal company’s operating deficit of 
around $1.3 million, however, gave 
D&H a tax credit. The tax credit 
cut D&H’s over-all income tax bill to 
$769,179. That, as White points out, 
meant the D&H wound up 1959 with 
higher profits than the $2.6 million it 
showed in 1958, when taxes were 
$800,000 higher on a pretax net that 
was just $168,000 more than 1959's. 

But even White agrees that the coal 
mine is a wasting asset. Vice President 
and Comptroller John F. Riley ad- 
mits: “The long-term outlook is still 
gloomy. We don’t see any end to the 
downtrend in anthracite use.” 

So it is that the future more than 
the present worries Railroadman 
White. During 1959 for the second 
straight year, D&H’s railroad revenues 
barely topped $46 million, down by $9 
million from its average of the 1951-54 
years. At that rate, its trend line 
stood well below the national average 
for all railroads. 

Comments Riley: “We're hoping 
that the population and industrial 
growth of the East will generate more 
manufacturing traffic.” So far it has 
shown few signs of doing so. There- 
fore, a coal mine with a theoretical 
loss but a cash profit was the least 
of Bill White’s worries last month. 










D&H’S WHITE: 
a paper loss, a cash profit 


BUILDING MATERIALS 


THEN THERE WERE 
FOUR 


Talk about new brooms 

sweeping clean, look what's 

happened to Crane Co.'s 
board of directors. 





Ever since Thomas Mellon Evans first 
burst upon the scene last April to 
take over as Crane Co.’s* board chair- 
man, other directors have been quit- 
ting the Chicago-based manufacturer 
of valves, pipes and plumbing fixtures 
with amazing regularity. In January 
Alfons Landa, originally an Evans 
booster, quit, taking with him fellow- 
director Edwin A. Locke Jr., presi- 
dent of Union Tank Car Co. Only 
four out of an original 11 directors 
were left. Landa, a veteran of many 
a corporate brawl in his own right, 
claimed he was appalled by Evans’ 
hard-driving ways. “I have,” said 
Landa, “a personal distaste for Mr. 
Evans’ tactics and methods.” 

What Fight? With Landa and Locke 
out, Evans had trouble getting a quo- 
rum. Even the absence of one direc- 
tor would mean that the meeting 
could not be held. Evans handled the 
matter with characteristic directness. 
He cheerfully rounded up the re- 
maining three directors and voted to 
cut Crane’s board to just four mem- 
bers, enabling it to operate with a 
quorum of three. 

It was a remarkably small board 
for a $336-million (sales) company. 
Why the shrinkage? With beguiling 
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appearances were deceiving 





candor, Tom Evans, caught in his 
New York office (where he is also 
chairman of H.K. Porter Co.), laughed 
off the exodus of board members. 
“Yes,” chuckled he, “it does look like 
a hell of a fight has been going on 
here.” But in fact, said Evans, it was 
no such thing. “Remember,” contin- 
ued he, “we operate under Illinois 
state law which forbids replacing di- 
rectors between annual meetings.” 
Evans also allowed as how he didn’t 
like boards that were too large or 
directors who were bored and owned 
little or no stock. 

“But,” conceded he, “four directors 
is probably too small. I expect we'll 
expand the number at the annual 
meeting.” Did Evans expect to have 
any trouble finding replacements in 
view of the record over the past year? 
“I don’t think so,” said he, laughing. 

Perhaps he would not. But one 
thing was clear: Tom Evans seemed 
determined to have his own way even 
if he ended up as a majority of one. 


HOUSEHOLD GOODS 





THE SLEEPER 
WAKES 


Was Simmons Co. drowsing 

through the boom? Not at all 

says President Simmons. Just 

quietly dreaming up new 
ideas. 


Watcuinc Simmons Co.* in recent 
years, a glib analyst might easily 
have concluded that the nation’s No. 
One maker of mattresses and box 
springs was sleeping through the 
business boom. Between 1955 and 1958, 
its sales sagged 25% to $117.4 mil- 
lion, the lowest since 1949. Earnings 
slumped even more, dropping 29% to 
$4.7 million. In 1958 Simmons earned 
but $4.07 a common share, the lowest 
since 1945. 

But the appearance of coma was 
deceptive, insists President Grant 
Simmons Jr. “Actually,” says he, 
“there was plenty of tossing and turn- 
ing.” Simmons, a slim, soft-spoken 
six-footer, great grandson of the 
founder, now runs the company and 
was seeing to that. 

The “House of Simmons.” One of the 
first things Grant Simmons did when 
he took over the presidency from his 
father in 1957 was to discard its long- 
time trademark. It was an owl around 
whose neck hung the faintly ominous 


*Simmons Co. Traded NYSE. Recent price: 
Price 
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words “A third of your life is spent 
in bed.” In its place: the simple in- 
itial “S” crowned by the words “The 
House of Simmons.” 

The change was largely symbolical 
but it underscored Simmons’ deter- 
mination “to get the company out of 
the bedroom into the rest of the 
house.” Shortly after, Simmons started 
up three factories to turn out a line 
of upholstered furniture, is planning 
to start more. He also reached for 
exotic ways to broaden his bedroom 
lines. Item: an “automatic” bed 
which, when plugged into a clock- 
alarm, “will slowly but decisively lift 
the sleeper into a wide-awake posi- 
tion.” ' 

“De-Integration.” Product changes 
aside, Simmons also tackled the more 
basic problem of operating efficiency. 
He decided that the company was ex- 
cessively integrated for an operation 
of its size. So he set about “de- 
integrating” the company. 

There was a time, for example, 
when Simmons made much of its 
own paint, even generated sizable 
amounts of its own electric power. 
In 1956 Simmons pushed for and got 
approval to sell off textile mills that 
used to furnish 50% of the company’s 
total needs. This year the company 
will finally get rid of its own steel 
rolling mills and start buying its angle 
irons from suppliers. “Under today’s 
competitive conditions,” says Grant 
Simmons, “you stand to gain more 
from outsiders’ efficiency than from 
your own.” 

This year, too, Simmons will aban- 
don the original plant site that his 
great grandfather chose in Kenosha, 
Wisc. 90 years ago. “It had 19 elevators 
in it,” Simmons says, “and its pro- 
ductivity was declining.” Simmons 
will move its machinery and inven- 


SIMMONS’ SIMMONS: 
plenty of tossing and turning 
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tories to a new one-level layout in 
Munster, Ind. 

Fiscal Reawakening. All these moves 
constituted the “tossing and turn- 
ing” that Simmons claims was really 
going on when the company seemed 
to be asleep. Last month Siramons 
could go further and point to signs 
of a real fiscal reawakening. On a 
routine 12% jump in sales last year 
(to $132 million), he estimated that 
Simmons had been able to push its 
earnings ahead by a perky 30% to 
$5.40 a share. “This,” says he happily, 
“finally reflects the whole series of 
changes, each small in itself, which 
we have been making in company 
operations.” 

But, cautions he, “the tossing and 
turning aren’t finished yet.” To make 
the move to Indiana, he says, the 
company will have to use _ 1,400 
freight cars. Thus, while sales will 
rise again this year, Simmons ex- 
pects moving costs and starting-up ex- 
penses at the new plant to preclude 
any real improvement in net. But 
once settled into its handsome new 
plant, he thinks Simmons should be- 
gin to be the very model of a wide- 
awake company. “Why once we're in 
there,” says he, “our productivity will 
grow by at least a third. That’s the 
kind of thing we were working to- 
ward when people thought we were 
asleep.” 


ELECTRONICS 


HOW TO MAKE A 
$300-MILLION 
KILLING 


It’s easy if you follow the 

pattern set by the Bakalar 

Brothers of Transitron. Just 

get into precisely the right 

business at exactly the right 
time. 





It’s a cliché today that high tax rates 
make it impossible for anyone to 
make an old-fashioned fortune. Any- 
one who takes this cliché seriously 
ought to meet the Bakalar brothers, 
Leo and.David, who run Transitron 
Electronic Corp.* of Wakefield, Mass. 
The brothers Bakalar have parlayed 
an equity investment of $125,000 into 
a realized cash profit of some $34 mil- 
lion. It has left them with a paper net 
worth—based on recent market valu- 
ation of their company stock—of near- 


*Transitron Electronic Corp. Traded NYSE. 
Recent price: Price range (1959-60): 
high, 43; low, 36. Dividend (1959): none. 
Indicated 1960 noe: none. Earnings per 
share (1958) : . Total assets: $22.8 million. 
Ticker symbol: TRN. 
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DAVID BAKALAR: 





& BROTHER LEO: 


they proved that an old cliché isn’t necessarily so 


ly $300 million. They have done all 
this in less than eight years. 

That does not make them the rich- 
est men in the country but it may 
make theirs one of the fastest third-of- 
a-billion-dollar fortunes ever made. 
One of the most youthful as well. 
David Bakalar is just 34, Leo is 47. 

From Classroom to Boardroom. Who 
are these new made centi-million- 
aires? David, the president, was a 
26-year-old theoretical physicist in 
1952, headed for university teaching. 
But his older brother Leo, now chair- 
man and treasurer, persuaded him to 
join in starting a brand-new and 
highly uncertain business. The busi- 
ness: making semiconductors. 

Brother Leo, it is true, seemed a 
more likely candidate for millionaire- 
dom. He was a business man of the 
entrepreneural stripe. Leo Bakalar 
had left school at 16 near the bottom 
of the depression. He started as a 
window dresser, branched into the 
liquidation of distress merchandise, 
after the war jumped into plastic fab- 
rication. By 1952, at 39, he had re- 
portedly made his first million. The 
new company, Transitron, was started 
in a corner of Leo’s plastic factory, 
grossed $10,000 the first year and lost 
$20,000. 

It was an inauspicious start. But 
the timing could not have been better. 
Transitron was one of the first to 
produce semiconductors (i.e., tran- 
sistors, diodes) in 1952. After two slow 
years, the business boomed. Between 
1955 and the current year, sales mul- 
tiplied just about 15 times. It was 
near-perfect timing. 

Triumphant Timing Again. When it 
came to cashing in on some of the 
profits, the Bakalars pulled off an- 
other triumph. The time had come to 
sell some of their equity and pocket 


some money. They couldn’t have made 
a better choice: last December, just 
as the indices reached for an all-time 
peak and enthusiasm was running 
high for everything electronic. 

Until then, the two brothers had 
ownec| 98.6% of Transitron’s 7.5 mil- 
lion shares outstanding. In December, 
an underwriting group headed by 
Merrill Lynch, Pierce, Fenner & Smith 
offered one million shares at $36 a 
share, and over 25,000 buyers scram- 
bled for the issue. The sellers: the 
Brothers Bakalar. 

The Bakalars could hardly be said 
to be giving their company away. 
In effect the public was paying $36 
million for 13.3% of a company whose 
total assets at the time were $22.8 mil- 
lion, whose sales for its latest fiscal 
year (ended June 1959) were only 
$30.9 million. Transitron’s total sales 
amounted to barely 10% of the theo- 
retical market value of its shares.* 
It had never paid a dividend and 
had none in sight. It was relatively 
unknown outside its own industry. 

Yet by the time the stock was listed 
on the Big Board last month, the price 
had risen to 40, which put a paper 
value of $260 million on the Bakalars’ 
remaining 85.3% of the stock. 

No Apologies. The Bakalars, how- 
ever, had no apologies for the price 
tag they put on their stock. David, 
the president, who is also the scientific 
guiding light of the team, said mildly, 
“We think our offering at roughly 40 
times earnings was conservative, com- 
pared to prices of others in the field 
like Texas Instruments.” (TI is cur- 
rently selling at about 48 times esti- 
mated earnings.) 


+IBM, by contrast, had 1959 sales equal to 
about 17% of the market value of its com- 
mon stock. Investors were thus valuing 
Transitron’s sales dollars at 1.7 times IBM's. 
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However that may be, the Bakalars 
have certainly demonstrated a re- 
markable ability to run a profitable 
company. For their latest six months, 
according to results released last 
month, net profits were running at 
17.3% of sales, just about the best 
profit margin in electronics. Texas 
Instruments, by comparison, has been 
running at a 7.5% net return on its 
much larger sales. Today, in a field 
of some 75 to 80 producers of semi- 
conductors, Transitron claims to 
share second place with General 
Electric, behind industry leader 
Texas Instruments. 

One explanation: an almost fanatical 
cost-consciousness. “For one thing,” 
says David, “where other companies 
had to set up brand new—and ex- 
pensive—fi cilities for semiconductor 
operations, we were able to pick up 
old New England plants for a song— 
‘even allowing for modernization 
costs.” Of its $22.8 million in total 
assets, Transitron’s entire property 
and equipment account is carried on 
the books at only $2.7 million. 

As fred Allen Put tt. Transitron’s 
price/earnings equity at first glance, 
nevertheless, calls to mind the late 
Fred Allen’s joke that “Investors 
are not only discounting the future 
but even the hereafter.” Transitron, 
of course, seems to be approaching 
the hereafter. Its growth pace has 
not even slowed yet. For the first half 
of fiscal 1960, Transitron’s sales were 
up 68% over the same period of the 
year before—and over-all industry 
projections are for an almost 50% 
increase in semiconductors during 
1960 over 1959. David Bakalar feels 
his biggest problem now is making 
shipments—and to ease that he’s just 
taken over a new facility in Boston 
which will almost double capacity. 

So the Bakalars expect to get richer 
yet. “We probably couldn’t do it if 
we were just starting today,” says 
David, “but there’s still tremendous 
growth potential just in semicon- 
ductors.” 

Early in the Game. But the Bakalars 
concede that their rate of growth of 
the past five years probably can’t be 
kept up. “There's also the possibility 
of growth through acquisition,” says 
David, “and in any merger, we expect 
to swallow rather than be swallowed.” 
The Bakalars, quite aside from their 
own holdings, still have some 2.5 mil- 
lion authorized but unissued shares 
to play with. At recent prices that 
gave Transitron more than $100 mil- 
lion worth of potential buying 
power. 

Says David Bakalar, “It’s still early 
in the game in this industry.” Per- 
haps it is, but the Bakalars have 
already run up a staggering score. 





ALCOA’S MAGEE: 
“if you can’t beat ’em, join ’em” 


ALUMINUM 


ALCOA’S COPPER 


Though it’s still the Alumi- 

num Co. of America, giant 

Alcoa continues to branch out 
into copper as well. 


In 1945, in a now famous decision, 
Judge Francis Caffey ruled that the 
proud and pioneering Aluminum Co. 
of America* had been a monopoly. 
After that, Alcoa had to stand back 
and watch while two relatively new 
rivals, Reynolds and Kaiser, bit off 
huge chunks of the rich market al- 
most without opposition. Alcoa, it is 
true, went right on growing; in the 
decade between 1949 and 1959 its sales 
more than doubled to $858.5 million. 
But that was only because the market 
for aluminum was so strong. Over 
two decades Alcoa’s share of U.S. 
aluminum output dropped from al- 
most 100% to just 33%. 

But last month, Wall Street was 


*Aluminum Co. of America. Traded NYSE. 
Recent Jets: 915%. Price range (1959-60): 
high, 11534; low, 774%. Dividend (1959): $1.20. 
Indicated 1960 payout: $1.20. Earnings per 
share (1959): $2.52. Total assets: $1.3 billion. 
Ticker symbol: AA. 


-—~CORPORATE BEANSTALK 


Here's how Transitron's sales and 
earnings have beanstalked, with- 
out benefit of merger. 








Fiscal yr. Net 
ended per 
june 30: Sales Net Profit share 

1952 $10,000 $20,000 loss 

1955 $3.9 million $0.7 million $0.10 
1956 7.5 1.2 0.16 
1957 16.1 2.3 0.31 
1958 17.1 1g 0.25 
1959 30.9 6.5 0.86 
1960* 45.0 9.0 1.10 
*Estimated. 














wondering whether Alcoa had found 
a new way to step up its rate of 
growth at home. From Pittsburgh, 
President Frank L. Magee announced 
Alcoa had acquired the Rea Magnet 
Wire Co., an Indiana producer of 
copper magnet wire. Rea specializes 
in the very fine wire sizes used in 
coil windings, motors and electronic 
equipment that aluminum cannot yet 
touch. 

By itself, the Rea purchase would 
seem relatively slight—Rea employs 
only 770 people compared with Al- 
coa’s 45,700—if it were not part of a 
clearly continuing pattern. 

This is the third company that 
Alcoa has bought in less than two 
years that specializes in electrical 
equipment oriented to copper. The 
first, nearly two years ago, was the 
transformer division of Automation 
Instruments. A much bigger one just 
a year ago was Rome Cable Corp. 
(average annual sales: $47 million), 
best known for its broad line of cop- 
per wire and cable products. And 
now Rea. 

From Alcoa’s standpoint, the acqui- 
sitions work two ways—they make 
available highly specialized talent 
and facilities with which to experi- 
ment on how to replace the re- 
maining uses of copper wire with 
aluminum. If that doesn’t work, the 
new facilities provide a hedge to 
pick up the business in copper any- 
way. Aluminum has already made 
big dents in the electrical market. 
That field in 1940 absorbed only 50 
million pounds of aluminum but last 
year hit approximately 500 million 
pounds. With all projections pointing 
to a doubling of electrical output 
over the next decade, Magee wants 
to pick up an even greater share of 
that market than he could get on the 
automatic increases. 

Meanwhile, Magee seems to be 
doing all right with what he already 


has. When he released his 1959 
figures last month, they showed a 
14% increase in sales (to $858.5 


million) and a more satisfying 29.6% 
improvement in net (to $2.52 per 
share). Those earnings still ranked 
below the record $4.24 per share of 
1956, but they marked the best snap 
back among the big three aluminum 
producers, with Reynolds’ net up 
8% and Kaiser’s down 18%. 
Declared Magee with an aluminum 
man’s normal pride in new markets 
captured: “Aluminum’s advance into 
markets dominated by other mate- 
rials has never been more evident 
than in 1959. The prospect for 1960 
is for more of the same.” But it was 
becoming increasingly probable that 
Alcoa would not sniff at expanding 
into non-aluminum lines as well. 


Forbes, MARCH 1, 1960 

















PRESIDENT’S REPORT “™ 


FROM NORTHERN STATES POWER COMPANY | wegen & 
Owned by 77,915 shareholders, and serving over 600 communities in Minnesota, No. Dakota, So. Dakota, and Wisconsin 








PREVIEW: NSP earnings-per-share 
reached a record high in 1959 


Preliminary figures for Northern 
States Power Company's 1959 annual 
report indicate several new records were 
set. Here are the highlights: 


Total revenues rose to $170,354,000— 
an increase of 10.1% over 1958. This is 
a new revenue record. 


Net income was $25,036,000—an 
increase of $2,960,000 over the 
preceding year, a record net income. 


Earnings available for the common 
stock also hit a new peak——$21,478,000 
compared to $18,518,000 in 1958. 

Earnings were $1.41 a share based on 
shares outstanding at the end of 1959 
and $1.47 a share on the average shares 
outstanding during the year. These 
earnings compare with $1.30 per share 
for 1958. 


Dividends of $1.10 per share were 
declared on the Common Stock, an 
increase of ten cents a share over 1958. 


In 1959 the Company issued 932,268 
shares of Common Stock, bringing the 
total outstanding at year's end to 15.2 
million shares. 

Investment in net utility plant 
exceeded half a billion dollars for the 
first time, reaching a total of 
$504 , 773,000. 

During the year, NSP invested $45.2 
million in new construction. An 
additional $56 million is ticketed for 
1960 to keep ahead of the ever-growing 
demand for our services. 
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A significant addition to the 
Company's operation was the acquisition 
of the Mississippi Valley Public Service 
Company. Their revenues were nearly 
$2.8 million in 1959. 


Another record was set on December 21, 
1959, when we met a peak demand of 
1,384,910 kilowatts. 


Construction of our 66,000 kilowatt 
Pathfinder Atomic plant near Sioux 
Falls, South Dakota, is progressing on 
schedule. It is planned to be completed 
in June 1962. 


Our complete annual report for 1959 
will be available soon. Please drop me 
a line if you would like a copy. 








fee President, 
Northern States Power Company 


39 
















BE YOUR OWN BOSS! | 
EARN $5,000-$10,000 | 
IN YOUR SPARE TIME 


Own your own licensed 
unattended coin-metered 


Westinghous 





. 

BE FINANCIALLY independent with a 
substantial second income. Your own 
prestige Westinghouse Laundromat ! 
j store is easily managed in a few ; 
| hours @ week while you keep your 
| present full time business, profes- 
| sion or job. Maintenance and service 
can be contracted out to an inde- 
pendent Authorized ALD Serviceman 
at a modes? cost. 


YOUR INVESTMENT NETS 
25%-50% ANNUALLY. 
WE CAN FINANCE YOU! 


BECAUSE ALL equipment is auto- 
matic, coin-metered and easily oper- 
ated by customers without need of 
attendants, many Laundromat stores 
are open 24 hours a day, 7 days 
a week—making money for you even 
while you sleep! There are no labor 
problems, no high overhead, and no 
inventories. 


WE HAVE helped plan over 9500 
profitable laundry stores, now owned 
and operated by salesmen, investors, 
doctors, lawyers, teachers, business- ; 
men and production workers. ALD | 
is an international organization with | 
the experience and know-how essen- | 
tial to the greatest profit on your | 
investment. ALD can finance up to 

90% of your total purchase . . . offer | 
you the longest financing period 

and the lowest monthly installments. | 


NO EXPERIENCE NECESSARY | 


OUR STAFF of 400 field experts | 
works with you on location, store | 
planning, training and continuing | 
promotional help. For full informa- | 
tion, cell, write or wire today. ! 
ALD, Inc. 

7057 N. Western Ave., Chicago 45 i 
OFFICES IN 44 PRINCIPAL CITIES | 
Detroit * St. Lovis * Cincinnati | 
Cleveland * Minneapolis * Dallas | 
Kenner, la. * Jacksonville * los i 
Angeles * Burlingame, Calif. * Seattle | 
I 

l 

! 
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ALD NEW YORK, Inc. Long Island 
City, N.Y. * Malvern, Pa. * Timonium, 
Md. * Pittsburgh + Natick, Mass. 
ALD CANADA, LTD., Toronto © aia, inc. 1960 





HOUSEHOLD PRODUCTS 





UNILEVER 
STEPS OUT 


Bigger worldwide in soap 

than Procter & Gamble, big- 

ger worldwide in food than 

General Foods, globe-span- 

ning Unilever has set its 

latest sights squarely on the 
U.S. dinner table. 


Into the crowded freezers of Chi- 
cago supermarkets last month, a 
new brand name, Dinner-Redy, el- 
bowed its way. The prepared ham 
and turkey slices were not in them- 
selves an innovation, except for the 


maker, whose name doesn’t even 
appear on the wrapper: Lever 
Brothers. 

Lever, of course, was hardly a 


newcomer to any supermarket. Its 
soaps (Lux, Lifebuoy, Dove, Praise) 


and detergents (Liquid Lux, Surf. 
Wisk, all), its shortenings (Spry). 
its margarines (Good Luck, Impe- 


rial) and toothpastes (Stripe, Pepso- 
dent) have long held important shelf 
space. In the U.S., it is second (afte: 
Procter & Gamble) in soaps and first 
in margarine. But Dinner-Redy was 
Lever’s first attempt in the U.S. to 
break into the burgeoning, and highly 
competitive, frozen food specialty 
business. 

But it was also a good deal more 
than that. This was going to be no 
mere sideline for the big soap-and- 
margarine maker. Across the coun- 
try, high in his glass mountain on 
Manhattan’s Park Avenue. Lever’s 
chairman, 61-year-old William H. 
(“Bill”) Burkhart leaned back in his 
high-backed leather rocking chair 
last month and explained: “This is 
just a beginning. Only a beginning. 
From now on,” said Burkhart, “we 
plan to concentrate our expansion in 
the area of prepared foods. People 
may not eat more, but they’re look- 
ing for built-in maid service. We'll 
supply it.” 

Well-Laid Plans. Lever Brothers was 
moving slowly but decisively. Din- 
ner-Redy was the second step, not 
counting its postwar. expansion into 
margarine and _ shortenings. The 
first: the earlier introduction of 
its aerosol dessert topping “Lucky 
Whip.” But Lever Brothers was not 
really moving into strange territory. 
Lever, with its sales of over $400 mil- 
lion, is only a relatively small part of a 
far larger international company, the 
Unilever group. And Unilever is 


already one of the largest food com- 
panies in the world. 
Worldwide, its $1.3-billion volume 










in prepared foods products (out of a 
total corporate volume of $3.5 billion) 
dwarfed even General Foods’ $1.1 
billion. Outside North America it is 
already a potent factor in both frozen 
and canned eatables. It has long of- 
fered such specialty items as pre- 
cooked meat pies, to say nothing of 
its vast business in margarines and 
edible oils. Now Bill Burkhart made 
it clear that Lever Brothers and Uni- 
lever’s other North American sub- 
sidiaries are ready to pour their re- 
sources into taking a much bigger 
piece of the food market here. 

A Global Giant. It will not be do- 
ing so on a shoestring. Unilever is 
already one of the most complex of 
the international colossi. It was 
formed more than 30 years ago 
through the merger of the British 
Lever Brothers soap firm and Dutch 
Van den Bergh-Jurgens margarine 
combine. For tax purposes, however, it 
breaks into two holding companies— 


UNILEVER: SOAPMAKER; 
TO THE WORLD 


Unilever, soapmaker and food-pur- 
veyor, is as diverse on a global scale 
as the U.S.’s General Foods and 
Procter & Gamble put together. In 
sales, Unilever looms even bigger 
than the two U.S. giants combined. 








Sales in Billions 





General 
&Gemble ‘Foods 


Procter 


...Over the past decade, the Anglo- 
Dutch food and soap concern has 
shown greater earnings growth 
thon either of its big U.S. rivals. 
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.. Unilever's return on stockholders 
equity has not quite caught up with 
General Foods’ but it has shown 
tremendous growth over the post 
decade and now exceeds that of 
Procter & Gamble. 
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DIFFERENT SLICES 


Shares in the British firm Unilever, Ltd. 
and the Netherlands firm Unilever N.V. 
are both slices of the same pie. But 
the British shares yield more and sell 
at a lower price/earnings ratio than do 
the Dutch shares. One reason for this 
discrepancy, Wall Streeters feel, is the 
fact that dividends on the British shores 
are nicked by Britain's 3834°%/ with- 
holding tax. The Dutch shores, by con- 
trast, are not taxed at the source. Yet 
in actual fact this difference is more 
apparent than real. Reason: taxes with- 
held by the British government con be 


credited in full against U.S. income 
taxes by most taxpayers. 
Unilever Unilever. 
NY. Ltd. 
Recent Price (A.D.R.'s) $106.50 $19.50 
Indicated dividend $2.44 $ 0.59 
Estimated 1959 earnings $8.75 $ 1.08 
Gross Yield 2.3% 3.03% 
Yield after withholding 
taxes 2.3% 1.85% 
Price/earnings ratio 12.2 9.4 











Unilever Ltd.* in England and Uni- 
lever N.V.+ in Holland. But the 
boards are identical and the two have 
equal rights to profits (see table). 
The firm sells more food than Gen- 
eral Foods, more soap products than 
Procter & Gamble. One subsidiary, 
United Africa Co., is the world’s 
largest trading organization, buying 
vast quantities of oils, fats, timber 
and rubber from Africans and selling 
them in turn such products as ferti- 
lizer and all kinds of consumer prod- 


ucts. Unilever produces palm oil and 
kernels, rubber, coffee, copra and 
bananas. It operates one of the 


largest General Motors distributor- 
ships in West Africa. Unilever owns 
a department store in Istanbul, Tur- 
key, operates a fleet of ships and 
owns the world’s largest chain of 
fish stores. 

Food is Fastest. Of all these busi- 
nesses, Unilever is now looking to- 
ward food for its fastest growth. For 
instance, its volume in prepared 
foods, exclusive of its tremendous 
business in margarines and edible 
oils, has already risen over the past 
12 years from $119 million to $531.5 
million. More significantly, in its 
latest budget for capital expendi- 
tures, Unilever has allocated $22 mil- 
lion to new food facilities. Its soap 
and margarine businesses combined 
got only $14 million. 

As of now, Unilever’s biggest U.S. 
subsidiary, Lever Brothers, is not 


*Unilever - ADRs. Traded over-the- 
’ _Recen price: 1915. Price range 
: hi h, ‘a! low, 10. Dividend (1958) : 
47c. Indicated 1959 yout: 59c. Earnings per 
share (1958): $1.68. Total assets: $1.15 billion. 


+Unilever N.V. ADRs. Traded over-the- 
counter. Recent price: 10645. Price range 
(1959-60) : high, ro dl 50. Dividend (1958) : 


$1.95. Indica’ see” Tat $2.44. Earnings 
per share (1958): Total assets: ‘6 
million. 
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nearly as diversified as the parent. 
Only 15% of its business so far is 
foods, and most of that is margarine 
and shortening. 

But Bill Burkhart has big ideas. 
When he became president of Lever 
Brothers in 1955 (after Jervis J. 
Babb), the company was in the dol- 
drums, falling far behind P&G in the 
detergent race. Since then, Burkhart 
has doubled sales, particularly boost- 
ing detergent volume. In one aspect 


of the household market, liquid de- | 


tergents, Lever Brothers scored a 
clean lead over fast-stepping P&G. 

Burkhart’s Three Hats. Last year 
Unilever’s joint chairmen, Lord Hey- 
worth (Ltd.) and F.J. Tempel (N.V.) 


recognized this progress by giving | 
Burkhart more responsibility than | 


they had ever allowed any other U:S. 
citizen. He now wears three hats: 
In addition to jurisdiction over Lever 
Brothers (now as chairman), he was 
also made chairman of Unilever’s two 
other North American companies: 
Thomas J. Lipton, (sales, $105 mil- 
lion) and Lever Bros. Ltd. (Canada), 
with sales of approximately $50 
million. 

The three companies remain sep- 
arate entities, but the common chair- 
manship allows closer links in a 
number of practical ways. For in- 
stance, Lipton, with 25% of its busi- 
ness in dehydrated soups, 60% in tea 
and the remainder in salad dressings, 
has a lot of experience in food chem- 
istry to bulwark Burkhart’s assault 
on the U.S. market. Burkhart has 
that experience to call upon. 

Why Food? Burkhart’s intent to 
put major emphasis on foods has 
some very practical roots. Says he: 
“The detergent market in the U.S. is 
virtually in three hands. To increase 
our sales there would mean having 
to take the business away from some 
very tough and able guys. That 
would cost a lot of money.” 

On the other hand, he notes, in the 
food business, there are many more. 
but by the same token, less powerful 
competitors. The per capita con- 
sumption of cleansing products, 
moreover, may not increase, he feels. 
“But the continued trend from crude 
to prepared foods is still creating new 
markets.” In getting into food in a 
big way, Bill Burkhart has set no 


modest sights for himself. Says he: 
“If Lever Brothers’ sales double 
again in the next five years I 


shall be happy, but not really sur- 
prised.” 

Much of the growth he expects to 
come from the food business. Judging 
from past experience in soaps and 
margarines, his new competitors can 
expect to have a tough fight on their 
hands. 
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in experience and 
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Nationaliease supplies everything 
im but the driver at flexible, local-level 
costs. On-the-spot management 
provides highest efficiency; full 
service, one-invoice truckleasing— 
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to your cost... it saves. Saves the 
capital and management time you 
now spend on trucks so you can 
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Lease a new Chev- 

rolet, or other fine 
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no investment, 
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‘Reads like one, too!”’ 


DP&L reports on an interesting year 


The Dayton Power and Light Company’s report on 1959 
includes such topics as: “The Battle Against Rising 
Costs”; “2 Billion Tablespoonfuls of Coal” (a story of 
efficiency ) ; “The Browns Have $500 to Spend”; “Going 
Underground to Reduce Overhead”; “Electromation” 
—and more. It’s the story of serving a million people 
in prosperous West-Central Ohio with electricity and 
natural gas. The coupon will bring your copy. 





THE DAYTON POWER AND LIGHT CO. | sect seb , 


25 North Main, Dayton 1, Ohio 


Please send me a free copy of 
DP&L's 1959 Annual Report. 
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OFFICE EQUIPMENT 





IBM HITS THE 


JACKPOT 


No one ever thought of IBM 

as being hard up—but it did 

have its cash problems. Now 

even these seem safely a thing 
of the past. 


Not EvEN the most fervent Wall Street 
International Business 
Machines Corp.,*-titan of the office 
equipment and computer fields, has 
ever thought of its high-flying stock 
as an income producer. Traditionally, 
IBM’s market price has yielded less 
than 1% to the investor (current 
yield: 0.7%). Even though per share 
dividends have trebled in the past 
decade, IBM has held its cash payout 
to 30% to 35% of reported earnings. 

This very conservative policy was 
dictated by necessity: IBM needed 
every cent it could get to finance the 


| enormous capital investments which 


it makes annually, mainly in new 


| rental machines—$1 billion worth in 


| dend for 


the past four years alone. 

Wall Street, therefore, was a little 
surprised in January when IBM an- 
nounced that it was raising its divi- 
the third time in four 
quarters. True, the new $3 annual 
rate (up from $2.40) represented just 


*International Business Machines Corp 
Traded NYSE. Recent price: 4191. Price range 
(1959-60) : ~e 488; low, 38515. Dividend 
(1959) : $2.03. Indicated 1960 payout: $3. Earn- 
ings per share (1959): $7.97. Total assets: $1.4 
billion. Ticker symbol: IBM. 


- BALANCED BUDGET ~ 


For many years, IBM had to plow 
most of its profits back into the busi- 
ness and borrow heavily as well to 
finance its vast expansion. But as 
IBM's investment in property piled 
up, so did its depreciation writeofts 
grow. In 1958, IBM finally began tak- 
ing cash in faster than it was laying 
it out, this year should have another 
cash surplus. Question: can further 
liberalization of the dividend be far 


away? 
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only a third of 1960’s likely $9 or more. 
But this virtual doubling of the rate 
in just two years was all but unprece- 
dented. Were President Thomas J. 
Watson Jr. and his associates slowly 
transforming IBM from a “plowback” 
to a “payout” enterprise? 

Poor No More. Wall Street hardly 
thought that likely. Yet there were 
unmistakable signs that IBM’s basic 
financial position was changing. 
Among the straws in the fiscal wind: 
Item: When Tom Watson closed his 


37.6% of last year’s $7.97 a share net, |! 





books on 1958, he had amassed a | 


whopping $292.5 million in cash, 72% 
more than the 1957 figure and more 
than four times that of 1956. 

Item: Last October, IBM turned 
down an available $75-million loan 
from the Prudential Insurance Co., 
although the interest rate was a 
comparatively low 3%%. At that 
time, IBM explained that it now had 
sufficient working capital to finance 
future growth from within. 

Item: In 1958, for the first time since 
the war, IBM’s cash flow (net income 
plus depreciation) substantially ex- 
ceeded its capital outlays by about 
$34 million. In other words, cash in- 
come exceeded cash outgo. IBM's 
growth had become self-financing. 

Self-Sufficient. When Watson issued 
his annual report for 1959 last month, 
it showed that IBM had become even 
more self-sufficient last year. Its bal- 
ance sheet read like a banker’s dream. 
Year-end cash was a walloping $314.5 
million. Working capital had soared 
to $416.3 million. Current assets were 
a lush 4.4 times current liabilities. So 
rich was IBM feeling, in fact, that it 
had “prepaid” its 1965 debt install- 
ment. “We bought,” explained an 
IBM spokesman, “$25 million of long- 
term government bonds at a worth- 
while discount—just under 90 cents 
on the dollar. The year the Govern- 
ment pays us off is the year we have 
to pay our debt. So we’re prepaying 
our debt, in effect, with 90c dollars.” 

Where was all this money coming 
from that was piling up in Watson’s 
coffers? Not, The Street quickly dis- 
covered, entirely from IBM’s earnings 
alone, dramatic as they may have 
been. The fact was that IBM’s enor- 
mous and still growing depreciation 
writeoffs were pouring a far vaster 
golden stream into the IBM treasury. 
A mere $60.7 million in 1953, depreci- 
ation by 1959 had more than trebled 
to $204.6 million, seemed likely to hit 
$235 million this year. 

Overoptimistic? IBM, almost fanati- 
cally chary about making projec- 
tions, is unwilling to exult in public 
about its new-found liquidity. From 
his office in IBM’s Madison Avenue 
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The railroads paved the way for industrial progress in the West and 
that is as true today as it was in the 1800's. 


Distribution opens the channels for sales. And efficient, economical 
transportation is a big factor in distribution. 


That’s where Union Pacific enters the picture. When you have a 
plant located on or near U.P. trackage you are in a position to bene- 
fit from a freight transportation service that is unsurpassed. 


That has been our contribution to industrial progress; to build and 
constantly improve our service to shippers. 


So we suggest that if you have need for a plant in a western location, 
you give serious consideration to a tract in the “Union Pacific West.” 
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For further information contact your 
nearest U.P. representative or— 


Industrial Development Dept. 


UNION PACIFIC 
KAcbhroad. 


OMAHA 2, NEBRASKA 












IN ALL HONESTY/ 
IN ALL CANDOR 


The truth, the whole truth, and nothing but the truth. Those are 
the familiar words of the legal oath used in the English-speaking 
world. 


The whole truth seems to us the heart of the matter. Answering 
questions with the truth and nothing but the truth is one thing, but 
volunteering the whole truth, even when it has not been asked for, 
is something else again—something more difficult and demanding, 
something more important. 


And perhaps nowhere is it more important than in the securities 
business. It is both a point of honor and a matter of policy with 
us to tell our customers as much as we can about the way we 
operate. Here is our statement on one basic policy, taken from 
the list of principles that guide us: 


If Merrill Lynch or its officers bave an interest in the securi- 
ties of any company, we disclose that interest and indicate its 
general size in any printed report from our Research Depart- 
ment on that company. This is part of our basic policy of 
doing business in a goldfish bowl. Some investors may feel 
that if the firm or its officers own an interest in an enterprise, 
they may be inclined to push its stock. Other investors, look- 
ing at the same set of facts, may conclude that it’s a good idea 
to buy a stock which the officers of an investment firm think 
well enough of to invest in for their own accounts. 

Candidly, we don’t think either point of view is necessarily 
valid or relevant, but we do make a practice of giving our 
customers the facts about our investments in any given stock 
so that they may place any construction they like on those 
facts. Hence at all times our officers must keep us informed of 
all their securities investments. Company by company, the 
value of their aggregate holdings is totted up. Then, if Merrill 
Lynch as a company has holdings, these are added in, and 
whenever our Research Department issues a printed report 
on any company, we tell che customer whether Merrill Lynch 
and its officers have any interest in that company. If they do, 
we disclose the size of the interest—less than $50,000, between 
$50,000 and $100,000, or over $100,000. 


There are no rules of the Securities and Exchange Commission, 
the National Association of Securities Dealers, the New York 
Stock Exchange, or any other securities exchange that compel us 
to publish such disclosures. We make them in the conviction that 
honesty is the best policy and candor is its corollary—just as we 
voluntarily publish and distribute to all customers an annual report 
in which the full facts about our operation are made public for 
all who wish to see. 


In short, you're welcome to look into the goldfish bowl in which 
we do business any time you like. 








Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
130 offices bere and abroad 



































Charles Boulton entered a word of 
caution. “Our depreciation will con- 
tinue to climb, of course,” he admitted, 
“as our investment in plant and 
equipment grows. But capital out- 
lays will climb even faster. Propor- 
tionately, depreciation in the future 
will cover less of our expenditures 
than it did last year.” 

But the facts remained. IBM was 
no longer cash poor, no longer had to 
borrow heavily to pay for its expan- 
sion (as recently as 1956, IBM’s debt 
amounted to nearly half its total capi- 
tal). Better yet, equity dilution, that 
bugbear of fast-expanding firms, no 
longer threatened IBM stockholders. 
With its debt ratio fast shrinking and 
cash piling up, IBM would be unlikely 
to have to sell common stock again— 
no matter how great its future expan- 
sion needs. 


AL 


GUESSING GAME 


Jersey Standard’s buy into 

Anglo-Ecuadorian launched a 

Wall Street guessing game 
last month. 


On THE surface, it didn’t look like a 
very big deal. For slightly over $2.38 a 
share the giant Standard Oil Company 
(New Jersey) picked up a minority 
(16.6%) interest in Anglo-Ecuador- 
ian Oil Fields, Ltd. from South Ameri- 
can Gold & Platinum. Total amount 
involved: just $2 million. 

The deal seemed to make sense. 
Anglo-Ecuadorian, an _ integrated 


| South American oil company, was not 


producing enough oil to supply its 
own needs. Jersey, on the other hand, 
had considerably more crude oil in 
Venezuela than it could use. So Jer- 
sey could help Anglo-Ecuadorian and 
vice versa. 

But that wasn’t what interested 
Wall Street. What intrigued The 
Street was the fact that Jersey Stand- 
ard had taken a minority position in 
the company. That, as a company 
spokesman freely admitted, was “un- 
precedented” in Jersey’s history. 
In recent years, in fact, Jersey has 
paid out millions of dollars to in- 
crease its ownership in such Jersey 
affiliates as International Petroleum, 
often handed a net profit to minority 
stockholders in the process. 

Would that eventually happen in 


| the case of Anglo-Ecuadorian? At its 


Manhattan headquarters at 30 Rocke- 
feller Center, Jersey itself was saying 
nothing. But Wall Street was betting 
that Jersey had not yet said the last 
word. 
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THE MARKET OUTLOOK 


The Big Double Cross 


As THIs column has often observed, 
the pat view, the popular view has 
no place in Wall Street. Successful 
market policies must be based 
(among other things) on the twin 
belief that: a) When a given point 
of view becomes widely held, it’s 
time to look for the other side of the 
coin. b) The only thing the intelli- 
gent speculator can do about mob 
psychology is take advantage of it. 
In other words, the stock market is a 
business where there is a law of con- 
trary opinion, where one must act 
with his intellect rather than his 
emotions. 

In this connection, it’s interesting 
to note that there has been a com- 
plete about-face in speculative psy- 
chology since the year’s end. Then, 
for example, the popular view was to 
the effect that business would reach 
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by SIDNEY B. LURIE 


a new high in the 
first half of 1960 
and decline there- 
after into 1961. 
Then, too, most of 
the widely adver- 
tised services were 
saying that the 
market would exceed 700 in the Dow, 
but that then everything should be 
sold. 

Now, the nation’s publications and 
advisory services are talking about 
the end of the bull market. And the 
average speculator is worried about 
the immediate business trend. There 
is widespread concern over the pros- 
pective cutbacks in automobile pro- 
duction, a prospect forecast by this 
column in a previous issue. Simi- 
larly, everyone is greatly concerned 
about the prospect that the steel in- 





dustry will not be able to maintain 
its January-February rate of output. 

This drastic psychological reversal 
raises an obvious question: Do to- 
day’s “unbelievers” face a double 
cross similar to that which tripped up 
the year-end optimists? This may 
well prove to be the case for there's 
a vast difference between a slowing 
down of the business trend and an 
outright reversal. The former, not 
the latter, seems to be what is tak- 
ing place now. 

Case in point: the fearfully in- 
clined are overlooking the following 
significant points: 

1) Granted that steel inventorying 
will be less than had been earlier 
forecast, the fact still remains that 
incoming orders are equal to about 
an 85% operating rate. The fact that 
managements are not disposed to 
accumulate excessive inventory is 
bullish, not bearish. It will help 
prevent maladjustments which might 
otherwise have occurred and, in the 
process, make the currently stronger 
business environment last longer. 

2) While Detroit unquestionably is 
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KNOW a Stock’s Record Before You 


BUY e SELL e HOLD 


ORDER YOUR COPY NOW 


Investor’s 1949-1959 Stock Record 


for Comparing Stock Values 


See how each stock fared in poor years as well as good years before you make an 
investment decision in this market. The best way to judge the present status and 
values of stocks you own or consider buying is to compare their performances 
of past years. 


You can’t determine a stock’s current value unless you have its earnings and divi- 
dend record of previous years; and you can’t compare current prices with former 
prices unless you have a record of the hundreds of stock splits over the last 11 years. 


HERE YOU HAVE THE 11-YEAR RECORD 
of all Common Stocks on the 
New York Stock Exchange 
1949 — 1959 


EACH YEAR’S 


@ STOCK SPLITS @ PRICE RANGE 
@ DIVIDENDS @ EARNINGS* 


(*1959 Earnings as available up to Publication) 





Nowhere else can you find more quickly, more easily, or at lower cost, each stock’s 
per re performance record over 11 years—essential facts and figures you as an 
investor require to invest more wisely, more profitably, particularly in this period. 


ADDED FEATURE: The Record Book also contains the ll-year record of the 
Leapinc Mutua. Funps, showing each year’s: Prices * Capital Gains * Investment 
Income * Net Asset Value * Sales Charges. 


THIS BOOK can be indispensable to your investment success. 
Buy it for $2.00 .... or Get it FREE! 


Return this “ad” today with $2.00 check for your copy of the 11-Year Record Book. 
Or get it FREE with a 6-month’s Trial Subscription to FINANCIAL WORLD’s 
comprehensive investment service—26 weekly issues of FINANCIAL WORLD; 6 
monthly supplements of “Independent Appraisals” rating up to 1,870 listed stocks 
and the Advice-by-Mail privilege; PLUS the annual $5 Stock Factograph Manual and 
the Stock Record Book ...all for only $12. Additional saving—yearly subscription 
$20 with above services. 


Take your choice but order today. Supply of this Book is limited. 
Absolute money-back guarantee within 30 days. 


FINANCIAL WORLD 


Dept. FB-31—17 Battery Place, New York 4, N. Y. 


























| Hl TEXAS PACIFIC COAL AND OIL COMPANY 
$1() Ovee-tHe-counreR | wetees, 
INVESTMENT KIT 


Now-—for only $10--you can obtain this 
unique Investment Kit to the world’s largest 


Cash Dividend 
Neo. 202 
March 4, 1960 


$10 
months subscription to Over-The-Counter ry 
Securities magazine devoted 4 
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book, standard to more than 925 O-T- 
© sevurities, Send only $10 to: 


OVER-THE-COUNTER 
SECURITIES REVIEW 


Dept, & Jenkintown, Pa. 


At the regular monthly meeting held January 
22, 1960, the Board of Directors declared a regu- 
lar quarterly cash dividend of 30 cents a share, 
payable March 4, 1960, to stockholders of record 
at the close of business February 11, 1960. 


By J. 1. Norman, Secretary 
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less optimistic than it was near the 
year-end, the fact still remains that 
the industry’s new compact cars have 
effectively stopped foreign imports 
which previously had taken sales 
away from the domestic market. In 
other words, a lost market of perhaps 
500,000 cars annually now is being 
regained. Thus, there is still reason 
to hope that 1960 will be a 6.25-6.5 
million car year for domestic pro- 
ducers—comfortably better than 1959. 

3) On broad view, the 1960 out- 
look pivots on two fronts: business 
spending and consumer spending. 
Both still are high and likely to re- 
main that way for it’s a little too 
early in the year and the cycle to be 
talking “poor mouth.” Matter of 
fact, this is the time of year when 
snags are normal; the seasonal busi- 
ness trend is down from March to 
July. 

No question about it, the immedi- 
ate business news is a mixture of 
doubts and fears. Even the presi- 
dents of the nation’s two largest steel 
companies don’t agree on the extent of 
the improvement in prospect for 1960. 
Further, a new business boom is most 
unlikely. From present indications, 
1960 won’t be a year which strains 
the nation’s production seams. But 
the market doesn’t need a boom to 
hold within a trading range and per- 
mit private bull markets. All it 
needs is reassurance that this is not 
“another 1957 or 1937,” for psychol- 
ogy plays as much of a part in mak- 
ing stock prices as statistics. 

To put it in a word, all has not 
been lost, even though this is an 
Election Year. Matter of fact, in 
each of the past three election years 
the January high was exceeded com- 
fortably in later months. In the 
majority of this century’s election 
year markets, the annual high was 
recorded in the second half, not the 
first half. This may be a new world, 
but human nature repeats itself with 
distressing regularity. 

The one thing which has been lost 
is the fact that ten years ago there 
was demonstrable undervaluation in 
the equity market. Stock yields were 
high, price/earnings ratios were low 
and so were bond yields. This great 
country was short of almost every- 
thing but money and our world posi- 
tion was beyond question. Today, on 
the other hand, we’ve lost the double- 
barrelled stimulus of a base from 
which price/earnings ratios as well 
as earnings could rise sharply. The 
early 1960s are likely to be years of 
slower growth than the past. And, 
there’s new competition for equity 
money. 

But this background does not nec- 
(CONTINUED ON PAGE 62) 
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A SPECIAL REPORT... 
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TO MEN AND WOMEN WHOSE INVESTMENTS TOTAL 
BETWEEN $8,000 AND $50,000 AND WHOSE CAPITAL 
IS INCREASING SLOWER THAN THEY HOPED FOR! 


Next to your good health there is probably nothing that is 
closer to your heart than a comfortable financial future, in 
aword ... security! Yet — 


There are an amazing number of in- 
vestors reading this article right now who 
are headed for continued frustrations in 
what their hard-earned money will do for 
them. Some of these men and women 
wake up with a start to find that time is 
rolling along faster than they realized... 
yet their capital is accumulating slower 
than hoped for. 

When that realization hits, so many 
seem to find that their investments are 
not paying them a comfortable withdraw- 
al and, in addition, increasing enough to 
more than offset the shrinkage in the 
purchasing power of the dollar. 

The worst of it is, the problem may 
not be their fault at all! 

These people are intelligent. They read 
the proper financial journals. They have 
good brokers. The brokers supply them 
with unlimited information and free ad- 
vice regarding any number of securities. 
Or, the broker sells them on putting their 
money into a common pot of a mutual 
fund. But — 

When some of these good people look 
back over several years of investing, they 
are disappointed with the mediocrity of 
their progress. 

If you sometimes feel the same way, 
an answer to that problem may be more 
readily available than you think! 


PERSONAL SECURITIES 
MANAGEMENT FOR 
SMALLER ACCOUNTS 


Competent, private securities manage- 






COUNSELOR MILLS: 


+++ answer to a serious problem 
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ment has long been available to men of 
wealth. (Most millionaires would not be 
without it.) Personal, private securities 
management now is reasonably available 
to people of lesser means, to whom more 
comfortable future financial security is 
perhaps even a greater need. 

If you are such an investor, and if you 
have been doing some bedrock thinking 
about your future financial security .. . 
the following true stories may be of in- 
terest — 

Mrs. Clara Simmons is a widowed, 
middle-aged, salaried employee in Cali- 
fornia. Something over five years ago, 
Mrs. Simmons’ funds available for in- 
vestment totaled $10,000. At that time. 
Mrs. Simmons’ securities account (+W- 
006) began its history in a unique securi- 
ties management program. The program 
was tailored especially for people of nom- 
inal means who needed ‘to make a steady 
6% spendable withdrawal from their se- 
curities accounts to supplement their in- 
come. In addition, Mrs. Simmons hoped 
her capital would increase faster than the 
shrinkage in the purchasing power of the 
dollar. 


WHAT HAPPENED? 

In Mrs. Clara Simmons’ first five-year 
participation in this plan, she made a 
regular withdrawal of $50 every month. 
(This is equivalent to 6% a year on her 
starting capital.) In addition to these 
withdrawals, during that same five-year 
period, Mrs. Simmons’ $10,000 capital 
grew to $13,091. 

Robert Easterling, a lumberman in 
Oregon had sufficient income for living 
expenses. He made no regular withdraw- 
al. His securities account (#ML-10) was 
managed primarily with the objective of 
building up capital gain. During the same 
five-year period referred to above for 
Mrs. Simmons’ account, Robert Easter- 
ling’s investment of $32,826 increased to 
$61,853. 

In the same period of time, Roy An- 
drews of Cleveland (#PW-201) saw his 
securities account grow from $9,881 to 
$14,880. Henry Saunders, Baltimore 
(#HR-153) grew from $9,680 to $17,115. 
Harold Rankin’s account (#HG-05) in- 
creased from $10,000 to $15,755. Frank 
Norton’s account (#HR-284) increased 
from $14,245 to $32,176. 

Henry Dirkson, retired, living in Mis- 








HOW MONEY GROWS MORE 
FOR SOME PEOPLE! 


If one assumes there is some science to 
making money in investments, then if you 
are not already wealthy, but would like to 
be, the thing to do might be to see who 
has made money and how they made it. 
If there is some principle involved in suc- 
cess in investments, and if the same prin- 
ciple has worked for almost everyone who 
has used it over a period of years... then 
the chances are favorable for you if you 
also apply this principle! 











sissippi (+ ML-2-905) withdrew $300 each 
month (5.6% a year). His account began 
in the plan with $63,990. In the same five- 
year period discussed above, Mr. Dirk- 
son withdrew $18,300. In addition to these 
withdrawals, his account increased to 
$107,746. 

(For reasons of privacy, names, of course, 
are changed. Results are factual.) 


WHAT IS THIS PLAN? 
WHERE IS IT AVAILABLE? 

Author of this unique plan that offers 
investors with smaller and medium-size 
funds this professional securities man- 
agement service is Mansfield Mills of La 
Jolla, California. Mills has been an in- 
vestment adviser since 1938. Some years 
ago, Mills was head of an organization 
that published one of the larger financial 
advisory services from offices in New 
York. It was highly successful. However, 
as time went on, it became more appar- 
ent to Mills that it was not lack of infor- 
mation that was the problem of many an 
intelligent investor with a small to me- 
dium-size account. On the contrary, such 





MATHEMATICIAN BENITZ: 
++. proof for every step 
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an investor was too often confronted with 
an almost hopeless abundance of infor- 
mation from reliable and well-meaning 
financial services and brokers. Often- 
times this wealth of information created 
confusion rather than help. 

Mills determined to do sumething 
about this situation. He decided to make 
available to investors of nominal means 
the same type of private securities man- 
agement that was previously available 
primarily to wealthy people. As one per- 
son told another and the word spread, 
the Mills management plan grew to 
where Mills now serves clients in almost 
every state and several countries abroad. 

Since the plan began, not one person 
who has ever participated in the Mills 
program for five years or longer has 
failed to see his or her securities account 
pay or accumulate a withdrawal of six 
percent a year . . . and besides that, see 
their account increase enough in addi- 
tion to grow comfortably faster than the 
shrinkage in the purchasing power of the 
dollar. 


WHY THE PLAN SUCCEEDED 

As in most professions, law, medicine, 
architecture or investment management, 
the foundation of success is that key ex- 
ecutive talent does the primary part of 
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the job personally! 

The Manager of Accounts for Mans- 
field Mills and staff is Paul A. Benitz. 
He is a higher mathematician by train- 
ing educated at Notre Dame, Stanford 
and Columbia. Several years ago, Benitz 
codified certain fundamental principles 
for managing money in stocks with the 
objective of substantial gain. In a scholar- 
ly manner, he wrote the results of his 
research into a manuscript for a book. 
This book was never published. It may 
never be. Its content proved to be too 
valuable to the author, to Mansfield 
Mills and the clients he serves. 

Benitz developed this plan with the 
conservative nature of a mathematician. 
He demanded proof for each step, logic 
for each principle. Some of his research 
was carried back over fifty years of mar- 
ket facts and figures. 

These principles were not sensational 
new discoveries. Many had been known 
to serious-minded analysts for years. 
However, the manner in which these 
principles were codified into a practical 
plan was a development that some, who 
experienced the results, had never seen 
so soundly accomplished. 


A CERTIFIED AUDIT OF ABILITY 

The best way for anyone to draw 
his own conclusions about both the limi- 
tations and the merits of the Mills plan 
is to call at Mills’ offices in La Jolla and 
personally examine the records of any 
number of accounts he or she might wish 
to review. Mills invites such visits. How- 
ever, if that is not convenient, one way 
a person may judge the ability back of 
Mills management is to consider the rec- 
ord shown by the Mills Pilot Account. 
(See chart on this page.) 


Mills is quick to state that the record 
of the Pilot Account is not a reflection 
of what has been accomplished for clients. 
It is not an indication of what can be 
done in the Pilot Account or any other 
account in the future. But — 

The Pilot Account is not a theoretical 
account. It is an actual account. It has 
been managed since its beginning by Paul 
Benitz (Mills Manager of Accounts). 
The Pilot Account is operated for the 
two-fold purpose: (1) to make money; 
(2) to enable people who are investigat- 
ing the Mills plan to judge for them- 
selves the ability of the executive who 
will direct their accounts if they decide 
to participate in the program. (A certi- 
fied audit shows the Pilot Account in- 
creased from $6,705.64 to $57,824.78 in a 
little less than ten years.) 


HOW ACCOUNTS ARE MANAGED 
The stocks and cash of each Mills 
client remain in the custody of the client’s 
own broker. The client uses any New 
York Stock Exchange member firm he 
prefers. (Mills does suggest brokers, upon 
request, and will make all arrangements 
for clients who wish him to.) To place 
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his account in the Mills management 
plan, a new client merely gives his broker 
a form that designates Mills as his limi- 
ted power agent. This arrangement per- 
mits Mills to give buy and sell orders 
for the client’s account. It does not per- 
mit Mills to withdraw funds or securi- 
ties from the client’s account. Only the 
client has that right. 


GROUP MANAGEMENT 
PROMOTES EFFICIENCIES 

Under Mills management, each client’s 
account is always independent of every 
other client’s account. There is no co- 
mingling of funds or securities. But, the 
position in each new account is gradually 
coordinated with others in a group of sev- 
eral accounts. After that, similar man- 
agement decisions can be made for the 
group as a unit. 

You probably see some of the advan- 
tages. Although individual accounts in 
the group may be comparatively small. 
the total group funds are substantial. 
They justify the careful supervision and 
thorough attention that a professional in- 
vestment management team can give to 
a large account. 


Another unique feature of the Mills 
Group Management Plan is that it saves 
clients the %& or % point extra cost of 
the odd-lot premium when it is advisable 
to buy less than 100 shares of stock to 
give the smaller accounts concentrated 
diversification in high priced stocks. 


SAFETY FACTORS 
FOR CLIENT'S PROTECTION 

The Mills plan offers several protec- 
tion features. No contract is required. 
Clients may cancel at any time . . . they 
are not committed to any time period. 
The client knows exactly what Mills is 
doing in his account at all times because 
the client receives a confirmation slip 
immediately from his broker each time a 
stock is bought or sold. 


WHAT IT COSTS 

Mills bases management fees on the 
size of each account. If an account 
amounts to $10,000 (in net equity value 
of stock or cash or both) the fee is $50 
for three months, or $200 a year. If the 
account is $20,000, the fee is $100 for 
three months, and so on. The minimum 
fee per quarter is $50. For accounts 
above $50,000, the fee is lower. All fees 
are fully deductible expenses for income 
tax purposes. 

As one man summarized it, in refer- 
ring to Mills service and management 
fees he charges: “All the Mills plan has 
to do for me is 2% a year better than 
I can do for myself. The peace of mind 
it gives me is a bonus.” 

And, as William Peter Hamilton, an 
early editor of the Wall Street Journal, 
once remarked: “In investment, as in 
everything else in life, in the long run, 
the professional will win oftener than 
the amateur.” 
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HELPING SOLVE 
PROBLEMS LIKE THIS 
1S OUR BUSINESS 

Anthony Bennett of Washington, 
D.C., purchased seven securities 
between 1946 and 1953. They cost 
him $19,977. By December, 1954, 
these seven securities had shrunk 
in value to $13,375. As Mr. Bennett 
expressed it: “I sort of fell in love 
with the stocks I bought and held 
on to them much longer than I 
should.” 

After Mills management began, 
all seven of Mr. Bennett's stocks 
were sold. The net realized from 
them was $15,019. 

During the first two years of 
management, we bought. then later 
sold, eight stocks for Mr. Bennett. 
These eight turned out to be poor 
selections on our part. The net 
capital loss from these eight 
amounted to $289. Seven other 
stocks were bought for Mr. Ben- 
nett at various times. All seven 
were held in his account at the end 
of his first two years of manage- 
ment. Six of the seven showed a 
gain which totaled $6,282. One 
showed a loss of $14. 

In the first two years of using a 
policy of selling the poor-acting 
stocks and holding the stocks mak- 
ing gains, Anthony Bennett's ac- 
count (#DP-614) increased in value 
from $13,375 to $21,707. In other 
words, Mr. Bennett saw his $6,602 
loss position turn into a profit. His 
original seven stocks continued 
their relatively poor performance. 
Had they been held to the end of 
the two-year period under discus- 
sion, their total value would have 
amounted to only $14,825. 


We do not mean that Mr. Ben- 
nett could not have accomplished 
as good or better results himself, 
if he had taken the time to face 
his problem squarely and then 
had taken constructive steps to 
solve it. I think you also can 
solve a similar problem (if you 
ever have one) if you really 
make up your mind to whip it. 
However, helping solve problems 
like that is our business. 
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A PERSONAL MESSAGE TO YOU... 


from MANSFIELD MILLS 


Of course, I do not know what your personal financial goals are for your future. 
But, I do know they are important to you. For years it has given me gratification 
to help an increasing number of clients become more comfortable financially. 

Frankly, we do not plan to grow real large. That would defeat the efficiency 
and flexibility of the Plan. However, now and then our Program reaches a point 
where a new Group of people can be coordinated into the Plan. But — 

As the years have rolled along, certain facts have emerged. One is that experi- 
ence shows we can be of important help in building up financial results for some 
clients . . . but there are other good people whom we have no business trying to 
serve at all. You know how it is, people are different. For example — 

Almost everyone will put their lives in the hands of an airline pilot. Yet, when 
it comes to making decisions about investments of their money, it is difficult for 
some people to feel comfortable and relaxed in delegating responsibility, However, 
as you can understand, an arrangement that provides complete decision-making re- 
sponsibility is an important part of the efficiency of our Group Management Plan. 
And, putting the total job of making investment decisions, without procrastination, 
squarely on professional experienced shoulders is exactly what some people do want! 

We do not have a perfect answer to investing. Never expect to have. Many years 
of experience gives us great humility in respect to the problems involved in accom- 
plishing important investment progress. But, long ago this Plan passed the horse and 
buggy stage. It is a proven thing. We and clients who have participated in this pro- 
gram for several years have eaten the pudding. It works . . . and it pays! 


NOW THE IMPORTANT POINT TO YOU -— 

Each of your investment dollars which you had a year ago, two years ago, or 
five years ago, was worth exactly the same as everyone else’s investment dollar at 
that time. If, since then, you are satisfied with your progress — stick with your plan. 
You do not need us or anyone else! But, if time does seem to be slipping along faster 
than you realized, yet your capital is increasing slower than you hoped for, perhaps 
we can help you. 

If you think you might like to shift from your shoulders the task of constantly 
studying and sorting out facts and making decisions—if you think you would enjoy 
putting the whole job squarely on the shoulders of a professional investment manager 
—and let him manage your securities by the same principles he uses in managing his 
own money—then fill out and mail the coupon or send us your name and address. 

You and I both know, no honest man can make any promises of what can be 
accomplished in the years ahead. And, we make no promises to you. But, it is con- 
ceivable that your return of the coupon might put you in a position to enjoy more 
peace of mind, more safety and more comfortable future financial security than you 


ever thought possible. 7 A. 


Sincerely yours, 4 
Mansfield Mills 
P.s. I want to make it clear — your use of theVcoupon commits you to nothing. It 
costs you nothing. No money is to be sent. It simply states you would like the 
explanatory booklet and that you wish to seriously consider whether or not you 
want to participate in a new Management Group. 

Sending the coupon implies no obligation on your part. But, it does re- 
serve a place for you in the new Group if, after you consider all the facts, you 
find it fits in with your plans to participate. Coupons will be recorded in the 
order in which they are received. 


“THIS COUPON BRINGS YOU “RETIREMENT SECURITY PROGRAM’’ 
z NSFIELD MILLS * Securities Management * Dept. F-1011, 
& 











8008-3 Jenner St. « La Jolla, Calif. 
Please send me my complimentary copy. of the explanatory booklet ‘‘Reti t 
Security ram." ae 
This is @ commitment. It implies no obligation on my other than that 
I want to seriously consider whether or not this program fits in with my plans, 
CONFIDENTIAL INFORMATION 
(0 I depend upon my securities for some income as well as capital gains. 
0 Capital gains is my main objective. My securities fund, including stocks and cash, 
amounts to about $ 
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SHREWD 
SPECULATIONS 


in stocks under $5 or $10 


Now you can get revealing reports giving 
expert analysis and opinion on investment 
bargains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
wee well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. We specialize in the selection 
of these stocks selling under $5 or $10. 


FREE TRIAL OFFER: No obligation. 
Just send name and address on a postcard— 
or mail coupon below—for a full month's 
subscription. See for yourself how you can 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment, 

a. aes ee 1 
| Selected SecuritiesResearch,Inc., | 
Dept. F-84, Seaford, L.I., New York | 


Send me your SSR reports for 1 month's 
FREE trial. 
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Chart Your Way toe Bigger 
Soybean Profits With the 


COMMODEX. 
SYSTEM 


of Automatic Trading 
In Commodity Futures 
By Edward B. Gotthelf 


Foreword by 
Llewellyn Watts Jr., President, 
The New York Mercantile Exchange 
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What Goes On Here? 


ALTHOUGH the DJ industrials are down 
only about 11% from the January 4th 
peak as this is written, many indi- 
vidual stocks, as everyone knows, 
are down much more than that. Re- 
cently, compared with the highs of 
the past few years, Boeing was off 
55°. Cities Service 36%, Dresser 53%, 
National Lead 27%, Standard Oil of 
New Jersey 30%, Thompson Ramo 
Wooldridge 42%, United Aircraft 52%, 
and U.S. Borax 55°. There has been 
a real bear market in such groups as 
the aircrafts, airlines and oils, and 
lately only a handful of special stocks 
have been making new highs. 
Actually, it is not debatable that 
speculative ardor has cooled; nor is 


| it debatable that the over-all quality 


of the stock market declined almost 
without interruption during the last 
half of 1959. Fewer stocks made new 
highs, more stocks went down than 
went up and stock buyers became 
less and less critical of values. In the 


| meantime, bonds became more attrac- 
| tive than stocks for income, and grad- 


ually more institutional money flowed 
into bonds and less into stocks. 

The stock market’s initial greeting 
to the “Fabulous Sixties” is not “ac- 
cording to the books” of most indus- 
try and government economists. 
Probably the economists were entirely 
right in December about the Fabu- 
lous Sixties. What they failed to tell 
us was that there might be a period 


_ early in the Sixties when things would 


not be as good as later in the decade. 
Possibly 1962 and 1963 may be better 
years, too, if optimism and “growth” 
is more restrained in 1960 and 1961. 
At any rate, it was not so-called 
“public” selling that put stocks down 
in late January and the first half of 
February. It was selling in larger lots, 
apparently institutional selling. It was 
not selling of highly speculative low- 
priced stocks, or even of overvalued 
glamour issues; it was selling of “blue 
chips” of the type that make up the 
DJ industrials. Some of it seemed to 
come from abroad, perhaps the Con- 
tinent; but most of it apparently orig- 
inated in highly respectable domestic 
quarters. The way the bond market 


| behaved suggested that much of the 


money coming out of stocks was going 


| into bonds. Especially notable was 
| the manner in which the big over- 


supply of short-term U.S. Treasuries 
was gobbled up, and the way the 91- 


| day bill rate fell. 


To rationalize this apparent switch 
from stocks to bonds (by a very 
small segment of big people) some 












by L. O. HOOPER 


analysts have con- 
tended: 1) that 
the disparity be- 
tween bond yields 
and low _ stock 
yields at last is 
making an im- 
pression on so- 
phisticated people; 2) that the public 
has been expecting too much too soon 
so far as earnings and growth are 
concerned; 3) that the second half 
year in business can’t possibly be as 
good as the first half because all the 
pipelines will be filled and there will 
be no more net inventory accumula- 
tion (for example, in steel and autos) ; 
4) that the Federal Government is 
operating at a surplus rather than at 
a huge deficit and that this eliminates 
(for the time being) the inflation fac- 
tor; 5) that the steel wage settlement, 
in a broad sense, was non-inflationary, 
or at least less inflationary than past 
settlements; and, finally and perhaps 
most important, 6) that many growth 
stocks had discounted growth in earn- 
ings further ahead and more extrava- 
gantly than prudent people could 
figure on. 

In the meantime, at least 9842% of 
all the people who own common stocks 
have been doing nothing since Janu- 
ary 1 but watching. The more timid 
and the more uncomfortable have 
been hopefully expecting some kind 
of a spring or summer rally on which 
they could reduce investment empha- 
sis in common stocks and increase 
investment emphasis in bonds. 

Probably most common stock own- 
ers have thought little about it, be- 
cause the great mass of common 
stocks, perhaps 75% of all the shares, 
are owned indefinitely, regardless of 
the market weather. Most people who 
watch the stock market so passion- 
ately don’t realize that, they think 
everyone tries to get out at the top, 
that everyone owns stocks only in 
good times and never when the mar- 
ket climate changes. 

Actually, the stock market simply 
is not big enough to enable more than 
a small minority of stock owners to 
get out at the top. If owners of as 
little as 200 million of the 5.8 billion 
shares listed on the New York Stock 
Exchange suddenly should decide to 
sell, they would raise hob with prices. 
Even last year, allowing for duplicate 
sales, probably 90% to 92% of all the 
stocks were owned by the same peo- 
ple on December 31 who owned them 
on January 1. 

The total “disturbance of owner- 
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ship” on the NYSE in the first 1% 
months of 1960 was only about 14%, 
which means that about 90 million 
shares out of approximately 5.8 bil- 
lion were traded. It takes only a few 
buyers to put stocks up when people 
are reluctant to sell them; and even 
fewer sellers to put stocks down when 
buyers are reluctant. Most people 
don’t understand this fully, but they 
are much more willing to believe in 
the effectiveness of the buyers than in 
the effectiveness of the sellers. 

The reader will observe that every- 
thing up to this point has been ex- 
pository and factual. There has been 
no attempt to outline an opinion. It 
would be convenient to end here and 
not give an opinion. That’s because 
any opinion, if it is honest, has to be 
hedged. You just must hedge when 
you are dealing with mass psychology, 
and it is mass psychology—what peo- 
ple think and how they act—that 
makes the stock market. 

What happens this spring will de- 
pend on how much stock people de- 
cide to sell and on how much stock 
other people are willing to buy. If 
this present trickle of offerings, and 
it is only a trickle in relation to the 
potential, continues and increases— 
without a corresponding increase in 
demand—prices will go down. If the 
present sellers decide to “lay off” a 
while and allow buying power to build 
up, there could be a nice rally in some 
stocks and in the averages. 

I am hoping (and perhaps I’m a 
little emotional about this, too!) that 
the Dow will hold somewhere around 
610-600; and that it might get up 
around 660-670. But if that happens, 
I now intend to sell more stocks and 
buy more bonds. What I fear is that 
too many other people are hoping the 
same thing—and intend to do the same 
thing if their hopes are realized. My 
feeling is that any buying here should 
be on a hit-and-run basis, not for the 
pull and not “for growth.” 

I want to aim toward more bonds 
(and cash) and less stocks. At the 
moment I am more anxious to keep 
what I have than to make a lot more. 
Later on—I can’t tell when because 
that depends on what happens—I in- 
tend to become aggressive again. 

In this reasoning, I may be entirely 
wrong. So I probably will not sell all 
my stocks; I'll just travel lighter. I 
will have some money to buy cheaper 
stocks if they go down. 

There is one thing most people don’t 
realize: except by accident, you don’t 
buy stocks at the bottom nor do you 
sell them at the top. Right now, 
however, the fact that you seldom 
sell at the top may be more impor- 
tant than the fact that you seldom 
buy at the bottom. 
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what makes it worth 
17* today? 


It’s true. : . experts tell us that the uncirculated Phila- 
delphia mint nickel has appreciated more than 200% in 
about a year. They cite many factors which have built 
an unusual demand for this coin, forcing value upward. 

In much the same way, dramatic growth in security 
values often comes about through extraordinary demand 
by investors... investors who relate the importance of 
scientific development to the securities values of tomorrow. 
Selecting the companies most likely to benefit through 
technology is the problem—which is why the well-inform- 
ed individual investor, working through a broker who 
relies on investment research, on facts, is the man most 
likely to succeed. 

Currently, for example, Harris, Upham clients are 
reading our latest SCIENCE AND SECURITIES, which relates 
progress in research and technology to progress in invest- 
ments. Interesting, authoritative articles on cryogenics, 
electronics, nucleonics and drugs, complete with lists of 
companies with good prospects for profit from break- 
throughs on these fronts, make SCIENCE AND SECURITIES 
urgent reading for alert investors. For your complimen- 
wary copy of this 16-page booklet, simply address— 


HARRIS, UPHAM & C2°=" 
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Members New York Stock Exchange i 

and other leading security and commodity exchanges , 

120 Broadway, New York 5, N. Y. i 
REctor 2-6300 : 
Gentlemen: Please forward a free copy of “Science and Securities.” 1 
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J $14,000 A YEAR 
-..NOWLAM 
| REALLY LIVING! 


By a Wall Street Journal 
Subscriber 


A few years ago I was going broke on 
$9,000 a year. High prices and taxes were 
getting me down. I had to have more 
money or reduce my standard of living. 

So I sent for a Trial Subscription to 
The Wall Street Journal. I heeded its 
warnings. I cashed in on the ideas it gave 
me for increasing my income and cutting 
expenses, I got the money I needed. And 
then I began to forge ahead. Last year 
my income was up to $14,000. Believe 
me, reading The Journal every day is a 
wonderful get-ahead plan. Now I am 
really living! 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in New York, 
Washington, Chicago, Dallas and San 
Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year,:but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. FM 3-1 


HOW 10 
IMPROVE YOUR POSITION 
IN THESE COMMODITIES 











GRAINS COPPER 
COTTON WINNIPEG 
ZINC EGGS 


To help you make decisions in your speculative 
position in these commodities, regardless of the 
market trends, Commodity Trend Service offers 
you weekly bulletins containing sound market 
information plus on-the-spot telegrams as the 
situation requires. Current bulletins on these 
commodities free on request. 


COMMODITY TREND SERVICE 


136-21 39th Avenue, Flushing 54 
(N. Y¥. ©.) N. Y. Tel: Hickory 5-2474 








PHELPS DODGE 
CORPORATION 


The Board of Directors has de- 
clared a first-quarter dividend of 
| Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, ble March 10, 
1960 to stockholders of record 


February 19, 1960. 
M. W. URQUHART, 


Treasurer. 
February 4, 1960 : 


















STOCK ANALYSIS 


At the Crossroads 


IN THE past five years the stock mar- 
ket has suffered five major declines. 
Four of them amounted to about 
10%-12% in the Dow-Jones industrial 
stock average; only one, the break 
preceding the 1957-58 recession, was 
more serious with a fall of 20%%. 
None of these declines reached bear 
market proportions, either in extent 
or duration. In retrospect even the 
100-point drop in the fall of 1957 
which lasted 69 days looks merely 
like an episode in the great bull mar- 
ket of the Fifties. The entire loss, it 
may be recalled, was recovered with- 
in a little more than a year and sub- 
sequently the market advanced an- 
other 165 points to its all-time peak 
of 686, reached in the first trading 
days of this year. 

Since then the market has declined 
precipitously; by mid-February the 
industrial average had lost 11%, just 
about as much as four of the five 
reactions since 1955. To see the pres- 
ent price level in proper perspective 
it should be noted that even after 
this recent setback the DJ average is 
still some 100 points above its 1957 
peak. Most important for every in- 
vestor is, of course, the question 
whether this is once again only an- 
other correction in the greatest bull 
market in history, or whether this 
decline could prove to be the be- 
ginning of a significant downward 
trend, or bear market, if we want to 
use this forbidding term. Either we 
have been presented with an excep- 
tional opportunity to buy at far more 
favorable prices than prevailed just 
some months ago, or we had better 
think of selling before it is too late. 

It is general knowledge that busi- 
ness is excellent at present. The first 
quarter will see new records for all 
important economic indices: gross 
national product, industrial produc- 
tion, national income, etc. Corporate 
profits, too, will be at an all-time high. 
But since all this has been known and 
anticipated for some time, it may well 
be asked whether the stock market 
should go up twice for the same rea- 
son. Besides, the high first-quarter 
level may well represent a peak 
which will not be surpassed for some 
time. Even though business activity 
is likely to hold at a high plateau 
until or even beyond mid-year, a 
gradual falling off seems probable. 
An acceleration of the decline is ex- 
pected in 1961 by many observers. 

One of the major steel companies 
which is presently operating at 94% 








by HEINZ H. BIEL 


of capacity, pro- 
jects operations at 
90% for the sec- 
ond quarter, 85% 
for the third, and 
80% for the final 
quarter—an aver- 
age of about 87% 
for 1960, which comes close to opti- 
mum (though not maximum) profita- 
bility. Record earnings are forecast. 
However, and this may come as a 
shock to some readers, this company 
expects operations to average only 
70% of capacity in 1961! The re- 
deeming aspect of this rather gloomy 
forecast is that this company’s earn- 
ings projection for 1961, although 
appreciably lower than for 1960, pro- 
vides ample coverage for its present 
dividend rate. This company’s stock— 
and since it is typical of the industry 
its name does not matter—presently 
sells at 19 times last year’s earnings 
(due to strike), 8% times this year’s 
estimated earnings, and 11 times next 
year’s projected earnings; its seem- 
ingly safe dividend provides a 41° 
return. 

How bullish or how bearish should 
one be on basis of such projections? 
In my opinion the prospect of steadily 
declining steel operations puts a defi- 
nite damper on the market potential 
of the steels as well as other indus- 
trial stocks. Yet, on the other hand, 
one cannot become unduly bearish 
either if the steel industry can live up 
to such confident profit estimates for 
1961. Conclusion and advice on the 





major steels: hold at present levels 
(near the February lows), but sell 
on any rally exceeding 50% of the 


ground lost since last year’s highs. 
Ford Motor (79%) was singled out 
by one of the leading statistical serv- 
ices as one of the most promising 
stocks for 1960. The company’s “com- 
pact” car, the Falcon, seems to be 
outselling GM’s and Chrysler’s entries 
into the field by a wide margin, and 
there is little doubt that 1960 will be 
an excellent year for Ford. Any es- 
timate of profits is at best a “guess- 
timate,” but a record high approach- 
ing $10 a share appears reasonable, 
and a dividend increase, possibly even 
a split, can be expected. Again, at 
its present price the stock represents 
sound value, but if it should recover 
above 90, sale should be considered. 
A similar policy appears advisable 
for most stocks of this type which, 
at their recent lows, are not especially 
overvalued but are still vulnerable 
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when business activity begins to re- 
cede. In other words, if the market 
rallies strongly, as can be expected 
after its recent sharp setback, it 
would seem advisable to reduce hold- 
ings even of very good stocks. 

Any new investment purchases (in 
contrast with trading purchases for 
which the steels and stocks like Ford 
seem well suited) should be directed 
primarily toward companies which 
are relatively immune to cyclical fluc- 
tuations in business activity as well 
as to foreign competition; which show 
a strong growth trend to offset ad- 
verse general market conditions; and 
whose stocks are selling at a fair 
price in relation to present and pre- 
dictable future earnings. 

Walgreen Company (50), the prom- 
inent chain of drug stores, seems to 
meet these qualifications. The com- 
pany’s modernization program, in- 
volving the closing of smaller units 
and their replacement by self-servi 
stores and the addition of larger units 
in shopping centers, is beginning to 
show impressive results. Sales are 
rising steadily while profit margins 
are being well maintained. This year’s 
volume should rise appreciably above 
the $300-million mark with per share 
earnings estimated at $4.75 a share 
against $4.32 in the preceding fiscal 
year. 

The balance of Walgreen’s long- 
term debt will be paid off this year, 
leaving only 1,336,000 shares of com- 
mon stock as its sole and compara- 
tively moderate capitalization. The 
present conservative cash dividend 
rate of only $1.60 is likely either to 
be raised or again supplemented by 
a payment in stock. 

Sometime this spring a compara- 
tively small and little known (at least 
in the East) company is expected to 
seek listing on the New York Stock 
Exchange. Suburban Gas (22), a 
leading distributor of liquid propane 
gas in eight western states, has such 
an outstanding record of continuous 
and sound growth in sales as well as 
earnings that it deserves careful at- 
tention, particularly among investors 
who seek growth, but who are realists 
rather than dreamers. 

The distribution of tec has the 
characteristics of a quasi-utility, but 
without the restrictions of a regulated 
public utility, albeit also without 
the protection against competition. 
Suburban’s capable, aggressive and 
ambitious management has taken full 
advantage of these characteristics of 
its business. It has expanded year 
after year partly by developing and 
carefully cultivating its present mar- 
keting area, and partly by judicious 
acquisition of smaller distributors 
(CONTINUED ON PAGE 65) 
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PRICE vs. VALUE 
of the “‘Bellwether’’ 


AUTO 





STOCKS 


Studebaker-Packard 
American Motors - Ford 
General Motors - Chrysler 


The newest Value Line Survey of the Automobile Industry is especially 
important at this time because the Auto Industry is a bellwether of the 
American economy. As Detroit goes, so go many other industries, including: 
Steel, Machine Tools, Auto Parts, even Retail Trade. 


The Value Line analyses of the stocks in this industry include an unequiv- 
ocal index of normal value vs. current price for each stock during (a) the 
next 12 months, and (b) three to five years from now (in the most probable 
economic environment). 


Every investor interested in realistically evaluating cyclical stocks would 
do well to consult the comprehensive Value Line reports on the Automobile 
industry, the Automobile companies, and the Automobile stocks: 


COMPLIMENTARY 


We will therefore send you—without charge—the following immediately- 

useful guides together with a half-price, four-week Guest Subscription Offer: 

1. The Value Line Reports on the Automobile, Auto Parts, Aircraft and 

Air Transport Industries—with full-page analyses of 63 individual 
companies and stocks (80 pages in all), 

2. The Special Report, “/nvestment Opportunities in the New Space Age,” 


3. The incisive Value Line Fortnightly Commentary, “The Stock Market 
in 1960” ...and... 

4. The NEW Summary of Advices--bringing you a resume of ALL 
Value Line’s individual stock forecasts for the next twelve months- 
covering 850 common stocks, each ranked according to expected market 
performance in the next 12 months, income, and 3 to 5 year apprecia- 
tion potentiality. 


And under your Guest Subscription Offer, you would receive all the following 
forthcoming reports for only $5: (a) the next 4 weekly editions of the 
Value Line Survey with reports on over 250 stocks, (b) a new Special 
Situation Recommendation, (c) a Supervised Account Report, (d) two 
Fortnightly Commentaries, and (e) Weekly Supplements. 


(In contrast to this 85 offer, the reular rate is $120 annually.) 


Te take advantage of this Special Offer, fill out and mail the coupon below. 


Name 


Address 


hed ae Ee ..... Bone State 
Send $5 to Dept. FB-148 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD ©& Co., Ine. 
Value Line Survey Building, 5 E. 44th St., N. ¥. C. 17 













DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 
Miami, Florida 


A quarterly dividend of 24c per 
share has been declared on the Com- 
mon Stock of the Company. . . pay- 
able March 22nd to stockholders of 
record at the close of business on 


February 26th, 1960. 


Robert H. Fite 


President 


FLORIDA... 
UMEXCELLED 
CLIMATE FOR 
BUSINESS AND 
inDUSTRY, TOO! 





P.O. BOX 1-3100, MIAMI, FLORIDA 








UNITED 
CARBON 
COMPANY 


HOUSTON, 
TEXAS 


DIVIDEND NOTICE 


A quorterly dividend of Fifty 
cents per share has been de 
clared on the Common Stock of 
this company, payable March 10, 
1960, to stockholders of record at 
the close of business on February 
26, 1960. 

















C. H. McHENRY 
Secretary 




























CORPORATION 


COMMON STOCK DIVIDEND NO. 120 


On January 22, 1960, the Board of 
Directors voted a quarterly dividend 
of 25 cents a share 
1960, to shareholders 

close of business March 2, 1960. 


R. A. YODER 
Vice President—Finance 
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INVESTMENT POINTERS 


More New Arrivals 


THIS ARTICLE, begun in the last issue, 
continues the informative comments 
on stocks recently listed on the Big 
Board. 

Kendall Co. manufactures surgical 
dressings and textiles and was com- 
mented upon here last year. 

Lear, Inc. is a leading manufacturer 
of aircraft flight control systems and 
instruments. Sales in recent years 
have held at around $63 million. 
However, in 1959 an increase above 
this level was anticipated. Earnings 
have been small, with as much spent 
on research and development. Cur- 
rent dividend, 40c; price range dur- 
ing the last year: 23-9; now around 17. 

Maremont Automotive Products 
was incorporated in Illinois in 1933. 
The company is a successor to a busi- 
ness established in 1877. Business 
consists of the manufacture and sale 
of exhaust mufflers, tail and exhaust 
pipes for automobiles, trucks, buses 
and trailers, automotive leaf springs 
and torsion bars. Plants are located 
in the Chicago area. The company is 
well established and has had a good 
record, although gains in sales and 
earnings have been moderate. Re- 
cent price, 16; dividend, 60c. 

MCA, Inc. is engaged in the pro- 
duction and distribution of television 
film programs, distributing 700 pre- 
movies which it 


| owns, leasing studio production fa- 


cilities it owns, and representing 





MARKET AVERAGES—STANDARD & POOR’S “500” 


by J. DONALD GOODWIN 


artists in the vari- 
ous branches of 
the entertainment 
field. For the first 
six months last 
year, volume in- 
creased to $31.1 
million from $25.9 
million for the 
same period a year ago; earnings rose 
to 67c a share from 65c a share. For 
the full year, gains in sales and earn- 
ings are expected to be in excess of 
the $48.4 million and $1.18 a share, 
respectively, in 1958. A continuation 
of this improvement is looked for in 
1960. There is no dividend at present; 
however, a payment of some kind 
is possible during this year. Recent 
price, 26; last year’s high, 38. 
McDonnell Aircraft is a relatively 
new company, having been founded 
in 1939. However, during its short 
history the company has done very 
well, as sales for the year ended last 
June totaled $435.8 million. Three 
months later, the company’s back- 
log of orders stood at $630 million. 
The company is a leading manufac- 
turer of Air Force and Navy jet 
fighter planes, and recently has be- 
come quite active in the missile and 
space field, having been selected to 
design and build the first manned 
space capsule, Project Mercury. Earn- 
ings have increased from $1.87 per 
share in 1949 to $6.34 per share in 1957. 
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around $6.20 a share. Capitalization 
consists of long-term debt of $5.9 mil- 
lion and common stock of 1.6 million 
shares, 36% of which is controlled by 
J.S. McDonnell Jr. Recent price, 36; 
indicated dividend, $1. A 2-for-1 split 
was recently announced, and it was 
stated that the current dividend will 
remain in effect on the new stock. 
Medusa Portland Cement has paid 


Since that time, they have averaged | 





a dividend each year since 1939. The | 
current rate is $1, so that the yield is | 
3.6% on the recent price of 28. The | 
stock was split 2-for-1 in January | 
1959. The company, incorporated in | 


Ohio in 1916 as the Sandusky Cement 
Co., manufactures various kinds of 
cement. Sales and earnings have 
shown steady growth for years, a 
continuation of which is anticipated 
in 1960. Price range since 1955: 36-17. 

Missouri Portland Cement has also 
shown steady growth in sales and 
earnings, and from 1948 through 1958 
these have risen from $8.5 million 
and 72c per share to $20.6 million 
and $2.92 per share, respectively. 
Dividends, currently 40c quarterly, 
have been paid each year since 1936. 
The company manufactures and sells 
portland and masonry cement in the 
Middle West. In addition, several 
special cements are made. Finances 
are satisfactory, and capitalization is 
moderate. Recent price, 35. Range 
1959-60: 48-34. 

National Standard Co. was founded 
in March 1907. The year ended Sep- 
tember 30 was the “53rd consecutive 
year of operations at a profit and 
the 44th year with an unbroken 
cash dividend record.” Total sales 
amounted to $55 million, the largest 
in the company’s history. Incidentally, 


had sales of the English subsidiary | 


been included, sales would have been 
$3.6 million higher. Earnings last 
year were $4.81 per share vs. $2.75 
per share in the previous year. The 
company manufactures specialty high 
carbon and alloy wires, flat and tubu- 
lar braids, woven tire tape and fine 
wire strand and ropes. The com- 
pany’s research department is ever 
alert to develop new products to 
“meet the highly specialized demands 
of modern technology.” In this con- 
nection, the company has introduced 
flexible cable which is used on “many 
of the new jet airliners and military 
aircraft.” Also, the Athenia steel 
division has done work in the atomic 
field. Plants are located in this 
country, Canada, England and South 
Africa. Finances are sound, and cap- 
italization consists of $1.5 million in 
funded debt, and just over 1 million 
shares of common stock which was 
split 4-for-3 last November. Divi- 
(CONTINUED ON PAGE 63) 
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HOW TO MAKE REAL 
ESTATE PROFITS USING 
OTHER PEOPLE’S MONEY 


Thousands of investors who have passed 
up a chance to make money in real 
estate—who have shied away from this 
lucrative field for lack of big sums they 
thought were needed, are in for the 
surprise of their lives! An exciting 
new study just released shows small in- 
vestors 27 unusual investment angles in 
use today—reveals how substantial prof- 
its could be made on just small cash 
outlays or by using other people's 
money entirely. 

All this startling information, ingenious 
new methods, actual deals worked out 
in detail for each adaptation are brought 
to light by William J. Casey, a leading 
authority in real estate, tax planning 
and related matters, in his new book— 
“Real Estate Investments and How To 
Make Them.” 

Want to know how to convert a 3% cash 
equity into 100% income producing prop- 
erty? Would you like to close a deal 
that yields a guaranteed 7% net with as 
little as ten cents on the dollar of your 
own money? These are just a hint of 
what you could do, of how amazingly 
easy it is to set up all kinds of profitable 
deals that banks and other individual 
investors will gladly finance. 

For example, you're shown how busi- 
nessmen use front money alone to swing 
lush apartment house deals. How inves- 
tors capitalize on attractive mortgage 
financing of small industrial plants that 


pays 10% to 15% bonuses, 6% interest, 
and has a five-to-eight-year payout. How 
syndicates buy up submerged land at 
$125 an acre, develop it at no cash cost 
and then gross $21,000 per acre. A 12- 
point plan that averages 20% net profit 
after taxes on motel deals. How to set up 
or buy shares in a syndicate to cash in 
on shopping centers, cooperatives, ho- 
tels, etc. How to make the most of lev- 
erage, use investment trusts, multiple 
corporations, two-shot corporations. 
step-up leases, exchanges .. how to dis- 
cover and size up the kinds of deals that 
let you pyramid profits by using fi- 
nanced capital. 


Not a word of this revealing book is 
theoretical. You get each step of trans- 
actions involving real people, real prof- 
its, actual investments you could dupli- 
cateon similar opportunities everywhere 
Many of these methods were pioneered 
by men like Henderson, Zeckendorf and 
Hilton. Explained in simple terms, here 
are the low-cash, high-profit techniques 
that could give you the same magic 
touch in real estate dealings. 

“Real Estate Investments and How To 
Make Them” is available for 10 days’ 
free examination. If you keep it you pay 
$12.50, and it would be a terrific bargain 
at three times the price. Write Institute 
for Business Planning, Dept. RE-126, 
2 West 13th St.. New York 11, N. Y., 
for your free trial copy. 
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“DON’T WORRY 
About The Stock Market” 


Advises Babson's 


Country’s oldest and most experienced Personal Investment Ad- 
visory Service shows how to profit whether the market goes UP 


or DOWN! 


Thousands of regular Babson clients all over the world are 
now using our balanced plan with confidence. 

A new Sample Portfolio of 18 selected securities designed to 
acquaint you with the Babson System is yours for only $1.00. 

In addition to this “Peace of Mind” Portfolio, you will receive: 


e 4 Undervalued Growth Stocks 
e 4 High Income Stocks 


© 2 Low Priced Speculations 
e 10 Stocks to Weed Out 


© 3 Special Reports — ‘Opportunities in Bonds’ — 


“Dynamic Prospects for Plastics” — 


“The Machinery industry” 


BONUS FOR PROMPTNESS 


If you reply promptly you will also get our revealing report— 
“How Safe Are Investment-Trust Shares?” 


Mail $1.00 with this ad today. 


BABSON'S REPORTS 


INCORPORATED 


Dept. F-107 


Wellesley Hills 81, Mass. 


Please send me your PEACE OF MIND Portfolio at once. I enclose $1.00 
to cover cost of printing and mailing. 





ADDRESS 
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$500 to 104,000 in 


The story of one common stock Warrant, and how it happened. 
The above profit was made by a $500 investment in one common stock 


Warrant. Such profits were made not only by an investment in ome Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell), but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. In all of the above 


$500 investments durin 
In the past year, i 


the past years, each grew from $30,000 to $100,000. 
in the past months, new Warrants have again shown 


large gains and we should like to ask three questions: 
1. Do you know what common stock warrants are? 
2. Do you know why common stock warrants are issued? 
3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 
If you cannot affirmatively answer these three questions, we believe you 


will find it greatly to your profit to read: 





THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


1960 Edition 


by Sidney Fried 





Before we go any further, we should like 
to make several points clear. The historical 
examples of ts in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a pases « of our publication. 
Further, the demonstrably large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What +s immediately ap- 
parent, precisely in the above statistics, is the 
truly great /everage inherent in common stock 
warrants, both up and down, and our entire 
study, “The Speculative Merits of Common 
St Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and potential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time, the book has 
been brought up-to-date three times, and 
favorable comment has multiplied. Unso- 
licited by the publishers, ers for the 
os have come in oe warm 9 ce a 

gest corporations and some of the t 
financial minds in the country, how | 
through recommendation by original read- 


ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. r, the 


best-known tax in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including ional trader for investment 
firms, analyst and financial writer 
for a well-known member firm of the N. Y. 
Stock and is now recognized to 


warrants and yt stocks. 

THE SPECULA MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as —-" aan ag gen in 
ocating a on your fun or capi- 

= i some idea of 
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To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself, at a stated price, within a 
stated period of time, or with no time limit 
at all, some warrants being perpetual. 


The’ Alleghany Corp. Warrant 


A recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange, 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial recapitalization for Alleghany Corp. was 
proposed in 1952 by which holders of 514% 
preferred stock with back dividend accumu- 
lations of $116 per share were offered in ex- 
change a new Alleghany Corp. bond pilus 
warrants. Each $100 par share of the old 
544% preferred stock was to receive $100 
par value of the new bond plus 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement to the old preferred stockholders 
to exchange their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
common stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how important it is to 
watch common stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was ates at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 7% on the 
American Stock Exchan The warrants 
had advanced 950%, 34 times as fast as 
the common. t is how one common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 





reorganizations or issuance of new bonds or 
preferred stock to which common stock war. 
rants are attached and, after issuance, traded 
ye sone Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—$500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co. 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seemed 
to fare badly. For each old share they re- 
ceived only 1/6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell. 

1943 


1944 1945 


RKO 
COMMON 


RKO 
WARRANTS 





ing at a low of 214 and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value, 
seemed slim. R.K.O. warrants were, therefore, 
selling on the N. Y. Curb Exchange at only 
1/16 or GY%c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 28% on the N. Y. Stock Exchange 
Now, the right to buy R.K.O. common at 
$15 per share from the company when it is 
selling at $28 per share on the open market. 
must be worth $13, and the warrants did 
sell exactly at $13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O 
warrant—$500 invested in these warrants in 
1942 was worth $104,000 four years later. 
Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 
Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28: 
Therefore, a $500 investment appreciated to 
$5,600. 
Between 1942 and 1946 R.K.O. warrants 
went from 6c to $13. 


common 


































Therefore, a $500 investment appreciated to 
$104,000. 
The warrant had appreciated 20 times as 
fast as the common stock! 

As is evident now, the common stock w:'' 







rant is a low-priced call on the future 0! Mgr 


company, and at times even on the future o! 


an industry. Such an opportunity arose in pas 











years with a great new industry of limities 
potential—television. The rapid growth en 
joyed by some small companies, as distin 
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ished percentagewise from the giants such 
OR.CA. General Electric and Westinghouse, 
is dlustrated by the leaping sales of Hoffman 
Radio, a West Coast ucer of television, 
radio and special electronic ap tus. Those 
ales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 
The Hoffman Radio Warrant 


The results were to be anticipated. The 
common stock which sold at a low of around 
1% in 1948 was showing earnings of about 
$7 per share two years later and was selling 
near the 30 mark. There were common stock 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
Sc per warrant. Within two years the war- 
rants were $25 bid. Based on these prices a 
$200 investment in Hoffman Radio warrants 
was worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more, the years 
1952-1958 saw a remarkable trend develop 
towards issuance of long-term warrants with 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now outstanding, 
many actively trading today, many more of 
which will be actively trading in the months 
to come, and all of which can greatly reward 
your interest. 


A Partial Current List of Common Stock 





Zavente 
ACF-W rigley Stores Ocean Drilling & Expl. 
Alabama Gas Pabst Brewing 
Alleghany Corp. Pac. Cement & Agegreg. 
Armour & Co. Pittsburgh Brewing 
Associated OilE& Gas Producing Properties 
Atlas Corp. Public Service of 
BS.F. Co. New Mexico 
Belock Instrument Raytheon Mfg. Co. 
Black, Sivalls Reading & Bates 
Brewster-Bartle Reading Tube 


Coastal States Gas I. Rokeach & Sons 
Colonial Sand & Stone Scranton Water 
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Cooper Tire Servo Corp. 
Crowell-Collier Sheraton Corp. 

-§ Danly Machine Sidney Blumenthal 

| Dunbam-Bush, Inc. Silex Co. 
Fedders Corp. So. Georgia Nat. Gas 
Fibreboard Paper Sperry Rand Corp. 
Food Fair Prop. Stendard-Thomson 
General Tire& Rubber State Loan & Finance 
Genung’s, Inc. Stubnitz Greene 
Gulf Sulphur Symington W ayne 
Hilton Hotels Textron, Inc. 
Howe Sound Tri-Continental 
Invest. Co. of Amer. United Industrial 
Jerrold Electronics Van Norman Co. 








Kewecki Chemical Victor Products 
Kerr-McGee Oil Westmoreland Coal 
at po es Canadian Warrants 
ah eaten Systeme Canada Oil Lands 
in Company Can. Southern Oils 
cLean Industries Can. Brit. Aluminum 
lybdenum Corp. Canadian Husky Oil 

ational Alfalfa Cree Oil of Canada 
National T beatres Falconbridge Nickel 
Nortex Oil & Gas Fruehauf Trailer of Can 
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Urgent Memo: 























PLEASE NOTE as you read the dramatic story attached, that new profit opportunities in warrants are 
opening up every day. Molybdenum Corp. of America Warrants moved from 3.50 in late 1957 to 41 
in current markets, multiplying 12 times. General Tire and Rubber Worrants moved from 4 to 195 
in the last two years. And in the recent past new warrants have been issued for such important com- 
panies as Mack Trucks, Kerr-McGee Oil Industries, Sheraton Corp., Sperry Rand, Martin Company, Hil- 
ton Hotels, Textron and Fedders Corp., to name only a few. An Important Point: in rising markets $100 
invested in warrants can sometimes show as much appreciation as $1,000 invested in common stocks. 

As a vehicle for large gains on a small investment, warrants are outstanding as this “$500 to 
$104,000” story demonstrates and we cannot emphasize too strongly that these large profits can be 
kept by the speculative investor as capital gains. But you must select with care. To avoid missing cur- 
rent opportunities, send for your copy of THE SPECULATIVE MERITS OF COMMON STOCK WAR. 
RANTS, by Sidney Fried, today. This study gives the full story of the common stock warrant, what 
they are, when to buy warrants, and when to sell warrants. Included is a current list of 
110 warrants you should know about in the coming months. 








Great Northern Gas _ Pacific Petroleums 
Gunnar Mines Patino of Canada 
Industrial Acceptance Quebec Natural Gas 
Inland Natural Gas Rio Tinto Mining 
Jockey Club Salada-Shirriff-Hor. 
Kilembe Copper Spartan Air Services 
Loblaw Cos. Stanleigh Uranium 
Lorado Uranium Superior Propane 
Marshall W ells of Can. Traders Finance 
North Canadian Oils Ventures Ltd. 

North Star Oil Webb & Knapp of Can. 


Northspan Uranium George Weston Ltd. 


Forbes Magazine, the highly-respected fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, that “. . . it throws 
a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor,” and went on to call the study “.. . 
the definitive work on this fascinating aspect 
of finance.” 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—why they are issued—when they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment. 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the of THE SPECULATIVE MER- 
ITS OF COMMON STOCK WARRANTS. 
It is our Opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 
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stock warrant, and many share our opinion 
that this book is the best possible first step to- 
wards taking advantage of this potential. 

The cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com- 
mon stock warrant, contains a full descrip- 
tion of all outstanding warrants and describes 
a method by which you can take advantage 
of current opportunities in warrants in to- 
day’s market. 

Careful reading of this book today, will 
help you take advantage of the many war- 
rant opportunities which will almost certain- 
ly develop tomorrow. THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, deserves to be read 
by every investor. 

Please fill out coupon below 
and mail today. 


1960 Edition $2.00 
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Defensively Aggressive 


Durtnc the weak markets of Jan- 
uary and early February, the food 
chain stocks, as a group, turned in 


fied strength. This was remarkable 
because it seemed to suggest an ac- 
celerating return flow of investment 
funds into the group after a lapse of 
a full year or more. More interest- 
the technical position of 
some of these stocks seems to be 
such that burgeoning demand could 
implement a_ substantial uptrend 
potential. 

The food chains appear to be find- 
ing new investment favor on the 
theory that continued and substantial 
growth is a reasonable prospect for 
them, even though their rate of ex- 
pansion may not live up to the over- 
optimistic expectations of earlier 
years. Combined with the probabil- 
ity of better profit margins, this 
reappraisal has directed fresh at- 
tention to the group at a time when 
investment portfolio managers ap- 
parently are wary of the general 
market trend and veer toward non- 
cyclical, i.e., defensive, growth in- 
dustries. 

As an added attraction, the food 
chains offer leverage through high 
sales-per-share ratios, and many 
companies have developed a heavy 
flow of cash (reported net income 
plus non-cash depreciation charges). 
So it has become quite easy to dem- 
onstrate that, in addition to a sus- 
tained future growth potential 
superimposed on defensive invest- 

| ment characteristics, many grocery 
| stocks offer good value in the present 
| tense as well. 

A prime case in point, it seems to 
me, is Kroger (KR, about 33), the 
third largest outfit in the business, 
with sales volume equal to some 





$160 a share and 
going up. Last 
year’s net profit is 
estimated at some- 
what over $2 a 
share, cash flow at 
about $3.40 a share. 
This year, these 
figures should be 
somewhat higher again, and the pres- 
ent annual dividend rate of $1.10 may 
be raised by year-end. 

From a technical standpoint, KR 
looks very promising, as you may 
judge from the Point & Figure chart 
reproduced below. You can see that 
the stock did not suffer greatly in 
the general sell-off during January 
and that it managed to rally against 
the further weakness of early Feb- 
ruary. As of the time of writing, the 
price stands within one point of the 
January 1959 high, after having gone 
through a long curving movement 
that technicians call a reversal base. 
This is a phase during which the 
pressure of liquidation gradually 
yields to the pressure of accumula- 
tion and a downtrend is thus reversed 
into an uptrend. At present, the up- 
trend is still comparatively mild and : 
largely latent. But if the view is 
correct that substantial investment 
funds have been moving into this 
type of stock and can continue to do 
so, then a good deal of the uptrend 





potential indicated by the size of 
the reversal base can probably be 
realized. 


This potential can be estimated in 
numerical terms by means of Point & 
Figure chart technique, as I have 
explained in previous articles. Be- 
cause of the nature of P&F charts and 
the manner of their construction, the 


*Mr. Schulz is a partner in Wolfe & Co., 
member of the New York Stock Exchange 
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technique assumes that the number 
of price reversal columns spanned by 
a reversal base suggests the number 
of price units by which an emerging 
uptrend can reach beyond the price 
area of the base itself. In this in- 
stance, the base stretches across a 
total of 14 columns on the 31 line, 
so that we could project a high tar- 
get at 45, which may prove to be a 
valid measure of the stock’s long- 
term potential. 

For more immediately practical 
purposes, however, even partial 
measurements of the base give us 
some useful indications. For ex- 
ample, the base segment constructed 
since last year’s low can be measured 
conservatively on the 30 level, where 
it spans six columns and thus per- 
mits projection of a target at 36. 
This target suggests an uptrend po- 
tential sufficient to support a rise 
beyond last year’s high, whereby the 
long-term uptrend presumably would 
be reaffirmed. 

Another and somewhat more gen- 
erous measurement of this base seg- 
ment seems warranted on the 31 line. 
This would give us a second target 
at 40, at which price the stock would 
be valued at not quite 12 times last 
year’s cash flow estimate and prob- 
ably barely more than ten times this 
year’s cash flow. 

There have been recent indications 
of supply between 33 and 34, and I 
should expect some more between 34 
and 35. But beyond these price 
levels, to judge from the chart, supply 
should thin out and demand for the 
stock should be able to produce a 
more distinct and potentially very 
interesting uptrend. 

Winn-Dixie Stores 
43) is another 


(WIN, about 
food chain stock of 
considerable technical and funda- 
mental merit. The company has an 
outstanding record of sharp growth, 
and as a result the market has been 
willing to pay a rather high price for 
current earnings. These were last 
reported at $2.22 per share, with cash 
flow calculated at about $3.15; both 
figures are likely to rise during the 
current fiscal year, and the company’s 
policy of slowly boosting the dividend 
rate (now $1.20 a year) should 
continue. 

On our Point & Figure chart you can 
see that here, too, a large base has 
been building up and now reaches 
across some 23 columns. Thus we 
could plot a tentative long-term tar- 
get as high as 65, but this looks some- 
what excessive for present purposes. 
Moreover, the base remains incom- 
plete so long as the price remains 
below at least 47. Meanwhile, how- 
ever, as in the case of Kroger, we can 

(CONTINUED ON PAGE 65) 
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The Board of Directors of 


CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 35 cents per share on 
the Common Stock of the Company, pay- 
able on March 11, 1960, to sharehold- 
ers of record at the close of business on 
February 26, 1960. Checks coher: 

ice-President a Treasurer 
February 15, 1960. 
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364, Fair Haven, New Jersey. 
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THE FUNDS 


Portfolios: 
THE LONG VIEW 


Like the eye in a hurricane, Boston’s 
Charles F. Eaton seems a notably calm, 
stately soul to find in the hurly-burly 
mutual fund business. President of 
Eaton & Howard’s Stock Fund and 
its Balanced Fund (combined assets: 
$365 million) Eaton is quite unruffied 
by a competitive disadvantage that 
would turn many 
another mutual 
funder ulcerous. 
Because his shares 
carry a 6% sales 
commission while 
most other funds 
take 8%, Eaton 
can only afford to 
offer his distribu- 
tors a 5% com- 
mission for selling 
his shares. “Why some dealers,” he 
genially points out, “can afford to 
pay their salesmen more than that be- 
fore they take their own commission. 
As it happens, we’re not trying to set 
the world on fire.” 

Balance vs. Growth. But despite 
these limited incentives, the Eaton & 
Howard funds did fairly well last year, 
with net sales of some $25 million in 
new shares. To help his dealers keep 
up the good work this year, Eaton last 
month sent off to them two separate 
statistical studies tracing each fund’s 
performance over the past 25 years, 
from 1935 through 1959. As might be 
expected, a 25-year look backward is 
at least two-and-a-half times as inter- 
esting as the routine ten-year glimpse 
most funds provide. 

Eaton’s studies document the ob- 
vious (but sometimes neglected) fact 
that even the best-managed funds can 
go down in value as well as up. For 
example, a $10,000 investment in Eat- 
on’s Stock Fund was worth only $8,651 
at the end of 1941. 

In other words, mutual funds were 
no iron-clad protection against the de- 
clining markets that ruled in that 
seven-year period. Eaton & Howard 
was not alone: most funds had similar 
experiences. But it is questionable as 
to how many mutual fund buyers 
realized this. Mutual funds are no 
one-way street. Eaton & Howard has 
done well to illuminate this point in 
its brochure. 

Curiously enough, Eaton’s Balanced 
Fund, stressing conservatism, suffered 
slightly more in that period of general 
market declines. Moreover, by one 
of those ironies that make invest- 
ments the fascinating thing they are, 


Charles Eaton 









dividends from the growth-oriented 
Stock Fund substantially exceeded 
dividends from the income-oriented 
Balanced Fund, if you take the full 
25-year period. The Stock Fund pro- 
duced $34,341 in income from a $10,000 
investment, the Balanced Fund just 
$28,138. 

As Eaton pointed out, it all served 
to show that his funds were really 
two separate things despite having 
the same management. “We had a 
falling bond market for most of the 
25 years and a rising stock market,” 
said he. “In the future it may be just 
the reverse. Who knows?” 


Competition: 


NOW THE “FRONT-END” 
ANNUITY 


It ts becoming increasingly clear that 
some variation of the “variable an- 
nuity” idea will be the insurance com- 
panies’ chief weapon against the 
mutual funds in their feverish compe- 
tition for the public’s savings. 

Long advocated by the Prudential 
Insurance Co. (but bitterly opposed 
by Metropolitan Life), the variable 
annuity plan would invest a man’s 
premiums in a managed portfolio of 
stocks. Thus, the value of his annuity 
would fluctuate with the stock market 
both before and after the annuity is 
fully paid for. Freely conceding that 
any “variable” return is completely 
at odds with the traditional insurance 
concept of a fixed, guaranteed return, 
its advocates say that variable annui- 
ties are needed these days to protect 
the holder against inflation. 

Vox Populi. Latest to fall in line is 
the Security Life & Trust Co. in 
Winston-Salem, N.C. third largest in- 
surance company in the state (insur- 
ance in force: $1.1 billion). Last month 
President Tully Daniel Blair an- 
nounced plans to set up an affiliated 
mutual fund. Security Life will per- 
mit holders of dividend-paying poli- 
cies to invest their dividends without 
charge in a stock portfolio. At any 
time he cares to, a participant in Se- 
curity Diversified Shares, as the fund 
will be called, can convert his hold- 
ings into a fixed annuity. “Thus, it’s 
a kind of ‘front-end’ annuity,” says 
Blair, since the shares can vary in 
value up to the time an annuity holder 
converts but then offer a fixed income 
afterwards. 

Like most other states, North Caro- 
lina does not now permit Blair to offer 
a fully variable annuity, that is, one 
whose return may vary with the stock 
market after the payments begin. But 
Blair believes it is only a matter of 
time. “If the people want them, need 
them and ask for them,” says he, 
“they'll get them.” 


Forses, MARCH 1, 1960 





















FUNDS 
VS.THE MARKET 


Leverage: 


ON THE TRAMPOLIN 


INVESTMENT, TRUST OF BosTON is one 
of very few mutual funds that use 
leverage (some others: Colonial 
Fund; Income Fund of Boston—no re- 
lation). Its $64-million total assets 
currently include proceeds of a $3- 
million bank loan. Conservative in- 
vestment company practice is to cover 
such borrowing with an equal amount 
of bonds in your portfolio, but Invest- 
ment Trust’s president, hotel man 
Robert Lowell Moore Sr. (chairman 
of Sheraton Corp.) scorns such pusil- 
lanimity. “We do happen to have a 
block of Telephone and some con- 
vertible bonds that can carry it,” he 
says, “but it’s not our policy to put it 
into bonds. It goes into our general 
portfolio, aimed at capital apprecia- 
tion.” 

Leverage, of course, works for you 
in a rising market, against you in a 
declining one. Thus its use requires 
a nice sense of balance. Moore in the 
past has done rather neatly on his 
tightrope: Investment Trust paid off 
its debt late in 1956, just before the 
market decline, borrowed again in 
1958 when the market started to rise. 
“It is a definite policy to keep a cer- 
tain amount of leverage,” says he, 
“but we review it week by week.” 

At present Investment Trust is fully 
invested in equity-type securities, 
though this includes $3.9 million in 
convertible bonds and preferreds. 
“But the trustees are now in a rather 
cautious frame of mind,” said Moore 
last month. “Our debt is in three- 
and six-month notes. I think we may 
pay them off as they expire and dis- 
pense with leverage for a while.” 


Forbes, MARCH 1, 1960 




















DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable April 1, 1960, to stockholders of record at 
the close of business March 4, 1960. Checks will be mailed. 


New York, February 17, 1960. G. ©. DAVIES, Treasurer 


FIRST WITH THE FINEST CIGARETTES—THROUGH LORILLARD RESEARCH 
| Sag Penland 2004: :Juniversary 1960 | 
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Which Funds Have the Best Records? 


OW 57 leading Mutual Funds and Invesqment Trusts 
have performed in the 1959 market advanct, as well as 
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Public Service Electric 
and Gas Company 


NEWARK,WN. J. 










QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1960: 


Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4 Series + « $1.02 
4.1 Series 1.045 
4. Series 1.075 
5.05% Series .... 1.2625 
$1.40 Dividend 
Preference Common . 35 
eae ae ee 45 


All dividends are payable on 
or before March 31, 1960 to 


stockholders of record February 
29, 1960. 


J. Invine Kisse 
Secretary 








CROSSROADS OF THE EAST 


AMERICAN 


Cement 


CORPORATION 


OIVIDEND 
NOTICE 


The Board of Directors has 
this day declared a quarterly 
dividend of 25 cents per share 
on the Common Stock, pay- 
able April 1, 1960, to share- 
holders of record March 18, 
1960, and a regular quarterly 
dividend of 37% cents on 
the $25 par value Cumula- 
tive Preferred Stock, payable 
May 2, 1960, to shareholders 
of record April 8, 1960. 


J. H. ASMANN 
Vice Presidents 
February 3, 1960 & Treasurer 
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INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 
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essarily take away from the prospect 
that the market as measured by the 
averages has entered a broad trad- 
ing range somewhat similar to 1956- 
57. Nor does it change the possibility 
that 1960 will be a year of the big 
double cross. The fact that the se- 
curity buyer today needs a rifle 
rather a shotgun, the prospect that 
1960 will be more difficult than 1959 
can be overstressed. It is equally if 
not more important to note that op- 
portunities for profit will still exist. 

In this connection, a reappraisal is 
taking place within the market as a 
whole. From here on out, stock 
prices are likely to be based more on 
realities and less on romance; there 
may well be a bull market in values 
and a bear market in glamour. In 
other words, now that the broad 
stimuli has been lost, the tests will 
be finer. The day has passed when 
the stock market would accommo- 
date everyone. 

Where are the opportunities to- 
day? In a number of areas. For 
example, Brunswick-Balke-Collender 
Co. is continuing to do well—witness 
the fact that the year-end order back- 
log was 33% higher than a year 
earlier, and January incoming orders 
were up too. This year’s sales could 
easily be some $50 million higher 
than last year’s $270 million while 
net earnings could be around $4 per 
share or more as compared with 
roughly $3.15 in 1959. The reasons 
for the preportionately big gain in 
earnings rest with the facts that: 
a) The new pinsetter factory will add 
to second-half profits. b) The school 
furniture division should be a com- 
fortable profits contributor this year 
whereas it barely broke even in 
1959. The big thing in Brunswick is 
the fact that the multiplier—as well 
as the earnings—keeps rising. 

Swift & Co. seems to be on the way 
to a $5-$6 per share year as com- 
pared with $3.20 in 1959. The com- 
pany has made excellent strides in 
cutting costs, witness the fact that 
selling and administrative expenses 
were off $4.5 million in 1959 after 
an $1l-million reduction in 1958. 
Through automation, the company 
has boosted its output per man hour 
and now has about 60,000 employees 
as compared with 80,000 several years 
ago. While the management factor is 
not as dynamic as that of Armour, 
and the company does not have as 
important diversification outside the 
food business, the stock nevertheless 
is an interesting speculation. 

American Steel Foundries should 








enjoy a record year in calendar 1960 
with earnings likely to exceed $1 per 
share quarterly on the present 2-for-1 
split stock. Every division of the 
business from steel freight car wheels 
to machine tools is doing well. Mat- 
ter of fact, the machine tool division 
outlook is so promising that capacity 
will be increased. No less important, 
a real freight car shortage is devel- 
oping, and rail equipment ordering 
is expected to pick up sharply in 
coming months. With over 20% of 
the company’s sales _ representing 
products used on new cars and loco- 
motives (over 30% is for replace- 
ment and repair), this has an ob- 
viously favorable implication. Mean- 
while, “nothing” is being paid for the 
potential of the company’s low cost 
steel making process licensed to U.S. 
Steel. This could ultimately mean 
the emergence of a new company. 

Among the specialties, American 
Photocopy Equipment is a very inter- 
esting although little known growth 
situation. Witness the fact that the 
company’s sales doubled between 
1956 and 1959, when they were close 
to $25 million and may rise further to 
the $30-$32 million area this year. 
The company’s three broad product 
lines—photocopy equipment, plastic 
binding equipment, plastic laminating 
equipment—are all in the office 
equipment field. Equally interest- 
ing, the greater the number of ma- 
chines sold, the greater the amount 
of supplies consumed by customers. 
And about three quarters of the 
company’s volume represents special 
paper and chemicals, i.e., the mate- 
rial used to make copies of a docu- 
ment. The copying field has a direct 
relationship with the number of type- 
writers sold. No less important, the 
company has developed what is 
known as a dry copier which will be 
introduced later in the year. 

While the stock is liberally valued 
in relation to earnings of only $1.43 
per share in 1959—and the hope of 
$2 in 1960—the important considera- 
tion is that the growth rate seems 
to be accelerating. A new plant to 
be opened later this year has the 
potential of adding as much as 50% 
to the company’s sales volume over a 
period of years and the company’s 
dry copier—if successful—could be a 
$5-million item. These are big num- 
bers for a company which is just 
getting out of the formative stage. 

There are some further sound 
values in rails, many of which are 
selling for only about ten times their 
1959 earnings and yield 6% or more 
on well supported dividends. New 
York, Chicago & St. Louis, Chicago, 
Rock Island & Pacific, Atchison, To- 
peka & Santa Fe come to mind. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 203 
65 cents per shore; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 52 

27 cents per share. 





The above dividends are pay- 
able March 31, 1960, to 
stockholders of record March 
5. Checks will be mailed 
from the Company's office in 
Los Angeles, March 31. 


P. C. HALE, Treasurer 


February 18, 1960 


Wilmington, Del., February 15, 1960 
The Board of Directors has declared this 
day regular quarterly dividends of $1 .12'/, 
@ shore on the Preferred Stock—$4.50 
Series ond 87'%2¢ a shore on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able April 25, 1960, to stockholders of 
record ot the close of business on April 
8, 1960; also $1.50 a shore on the 
Common Stock as the first quarterly in- 
terim dividend for 1960, payable March 
14, 1960, to stockholders of record at the 
close of business on February 23, 1960. 


P . S. pu Pont, 3rp, Secretary 


Bovetane 
W€eystone 


INCOME FUND 


A Mutual Investment Fund which seeks 
HIGH CURRENT INCOME from se- 
lected Stocks and Bonds without undue 
risk to capital. 

For FREE descriptive Pro- 


spectus, mail this ad with r name 
and address to Dept. G-14 ” 








THE KEYSTONE COMPANY 
50 Congress Street, Boston 9, Mass. 
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dend, $1.40; recent price, 354%; 1959- 
60 price range, 40-21. 

Neptune Meter, formerly traded on 
the American Stock Exchange, and 
founded in 1892, was recommended 
here last year and continues to offer 
promise for the long pull. 

North American Car is the third- 
largest company engaged in the oper- 
ation of leasing railway cars of vari- 
ous kinds to shippers and railroads in 
the United States, Canada and Mexi- 
co. Recently, the company owned 
and operated over 15,000 cars, in- 
cluding 5,300 tank cars, 6,348 refrig- 
erator cars, 1,841 stock cars, 1,138 
hopper cars. Sales and earnings have 
grown moderately through the years 
and a year ago were $16 million and 
$2.04 a share, respectively. Both were 
expected to increase in 1959, with 
further gains indicated in 1960. Divi- 
dend, $1.50 (includes 10c extra). Re- 
cent price, 37; range since 1958, 42-14. 

Packard Bell Electronics’ military 
business has grown importantly in re- 
cent years, as the company is en- 
gaged in the design, development, 
production and sale of testing, launch- 
ing, firing and monitoring equipment 
for missiles, avionic equipment, navi- 
gation and identification equipment. 
In addition, the company manufac- 
tures television sets, stereophonic 
high fidelity instruments and radios, 
all of which are sold in the western 
U.S., Alaska and Hawaii. Further, 
the company operates a_ building 
products division, consisting of hard- 
wood and specialty doors. These 
products are sold nationally. Sales 
and earnings have shown a marked 
increase in recent years, having 
risen from $17.7 million and 93c a 
share in 1954, to $46.6 million and 
$1.75 per share in 1959. Capitaliza- 
tion is small, consisting of $1.6 million 
funded debt and 792,600 shares of 
common, 18% owned by officers and 


directors. Recent price, 36; indi- 
cated dividend, 50c; 1959-60 price 
range, 46-28. 


Rochester Telephone’s 1959 earn- 
ings were expected to rise to around 
$1.60 per share vs. $1.48 in 1958, re- 
flecting rate increases and growth 
within the company’s service area. 
Volume was also expected to show 
improvement over 1958’s $23.3 mil- 
lion. Further gains in both depart- 
ments are looked for in 1960. The 
company supplies telephone service 
in Rochester, N.Y. and adjacent areas, 
operating over 270,000 telephones, and 
has had an excellent record for many 
years. Recent price, 25; 1959-60 
range, 30-23; dividend, $1; yield, 4%. 








LONG ISLAND LIGHTING COMPANY] 











QUARTERLY 
DIVIDEND 


PREFERRED STOCK 
The Board of Directors has de- 
clared the following quarterly 
dividends payable April 1, 1960 
to holders of Preferred Stock 
of record at the close of busi- 
ness on March 7, 1960. 


Series Per Share 
Series B, 5% $1.25 
Series D, 4.25% $1.0625 
Series E, 4.35% $1.0875 
Series F, 4.35% $1.0875 
Series G, 4.40% $1.10 

VINCENT T. MILES 
Treasurer 








| February 24, 1960 








CURRENT RATE 
ON INSURED SAVINGS 


Air% 


Earnings paid or compounded quarterly 
Southern California’s oldest, 
one of the nation’s largest savings 
and loan associations 
+ 





In 75 years this trustworthy 
institution has never missed a divi- 
dend, nor have its doors ever been 
closed on a business day. 

Its savings accounts are held by 
investors th roughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds placed by the tenth of 
any month earn from the first of 
that month. 


Assets Over 150 Million Dollars 


Founded 1885 









Convenient postage-free mail service 
WRITE FOR COMPLETE INFORMATION 
P.O. Box F-2592, San Diego 12, California 















TRENDS & TANGENTS 





An Independent, Fully Diversified, Closed-End Investment Trust 







,, MADISON FUND, INC. 


FORMERLY THE PENNROAD CORPORATION 


ANNUAL REPORT 


For fiscal year ended December 31, 1959 
AVAILABLE ON REQUEST 


1459 DELAWARE TRUST BUILDING 
WILMINGTON, DELAWARE 

















“OVERSOLD” STOCKS 


FOR OVERSIZED PROFITS in 1960 
Currently selling under $25 


Basson Parx, Mass.—Ask any success- 
ful trader how to make larger stock 
market gains and he is likely to tell you 
that the — > spot “oversold” situ- 
ations is the t big step. The next is 
to act upon them. 


“There is nothing new about this ap- 
proach to profits,” says Roger Spear, 
well-known financial authority. “It 
was this technique a he:ped Baron 
Rothschild and Russell Sage accumu- 
late their enormous fortunes. But un- 
fortunately, most investors seem unable 
to detect ‘oversold’ stocks even when 
they do come across them.” 


Senor Muter Co. 
Pete Nat. Bellas H 
Brown Co. Nat. Union Ei. 
- Dry Northeast Air 
; Panellit 
0 um Nairn R 
Ford santor Ltd. Seni 
; S.A. Gold & P 
Stude-Packard 
Lear inc Weilbilt 


One company, now selling under $10, 
has recently been invigorated by an 
alert new management team. Spear 
& Staff predict a substantial advance 
for this issue within two years. An- 
other company has recently intro- 
duced a spectacularly successful new 
product with others likely to be an- 
nounced. Now cuntvelied by one of 
the nation’s most aggressive mer- 
chandising companies, this stock 
should soon reflect the impact of 
widening markets. 


During the past 17 years, the average 
advance of all Spear’s Supervised Buy 
and Sell Recommendations—403 in all— 
has exceeded the Dow-Jones Indus- 
on av 122.0% during the time held. 

Report has been prepared by the 
oa men who established this record. 


1. SPECIAL OFFER 
ee for large ee. 


a copy 

Report with a "2-week = subscrip- 

to the Spear Market Letter for 

nest $1. Minew subscribers only.) Send this 

ad, your name, address and $1 today to 
Box SPI-37D. 


(© Check here if prefer a 
trial at special 
$20.) 


a 3-months’ 
15 rate. (Regular rate 


SPEAR & STAFF inc. 


INVESTMENT ADVISERS SINCE 1940 
Babson Park, Mass. 
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Tighter tax laws ahead? Very much 
so, if Democratic Congressman John 
Dingell of Michigan has his way. 
Included in a package of five new tax 
bills which Dingell introduced last 
month was one which would elimi- 
nate “extravagant deductions for en- 
tertainment” by corporations. An- 
other would require withholding of 
taxes on dividends and interest at the 
source; yet another would slash de- 
pletion allowances for oil companies. 
Dingell’s full tax package has very 
little chance of passing, but it is a 
straw-in-the-wind all the same. 

* 4 ° 

Tight money meant booming busi- 
ness and record earnings for the 
twelfth straight year for Walter E. 
Heller Co., big commercial factoring 
firm. Heller’s 1959 net rose 16% over 
1958’s to $4.4 million, or $2.74 a share, 
while year-end receivables were 
ahead a lusty 23%. Now Heller plans 
expansion into the growing indus- 
trial leasing field, has bought a “sub- 
stantial interest’ in Nationwide 
Leasing Co. 

* * s 

Big splash in swimming pools end- 
ed in bankruptcy for International 
Swimming Pool Corp., big producer 
of residential pools which used Esther 
Williams as a promotional figure- 
head. She allegedly collected $607,- 
000 in royalties. Groaned Interna- 
tional’s Chairman Don Preuss: “The 
fantastic cost of exploiting the Esther 
Williams name has cost us 
dearly.” Note: International plans 
to remain in business, but without 
benefit of the Williams tie-in. 

es a 

Hawaiian Pineapple Co. finally go- 
ing on the “Dole.” For years best 
known for its Dole pineapple prod- 
ucts, the company announced that it 
will ask stockholders’ consent to 
change its name to “Dole Corpora- 
tion.” Explained President Herbert 
C. Cornuelle: “Studies have shown 
that the name ‘Dole’ is synonymous 
in the public mind with pineapple 
and Hawaii.” 

- * ° 

Higher interest rates on savings 
paid by far western outfits is drain- 
ing funds from eastern savings and 
loan associations. So says the U.S. 
Savings & Loan League, which re- 
ported that January’ withdrawals 
from its eastern member S&Ls out- 
stripped new deposits. But gains for 
the western S&Ls, which pay 4%- 
4%% against 34% in the East, more 
than offset the decline, made Janu- 
ary a record month for new savings. 
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who for one reason or another could 
not exploit the full potential of their 
territories. 

Suburban Gas has increased its 
sales, profits and dividends per share 
in each of the past ten years. Obvi- 
ously, this sort of accomplishment 
does not get by unnoticed, and the 
stock, at 22, is no bargain on an esti- 
mated income of $1.30-$1.40 a share 
for the year ending April 30, 1960, or 
the current dividend rate of 56c. 
However, recent acquisitions, which 
did not appreciably contribute to this 
year’s earnings, plus the “normal” 
rate of growth, permit a projection of 
about $1.50 for the 1960-61 fiscal year 
with a commensurate increase in the 
dividend rate a virtual certainty. 


SCHULZ 


(CONTINUED FROM PAGE 59) 





plot partial base targets of signifi- 
cance. These suggest that the two 
principal segments of the base struc- 
ture are each large enough to support 
rallies to 52 and 49 respectively. 
guess is that the more recent base 
segment will need a little additional 
sidewise price action, at least until it 
too can yield a target above the old 
high of 49. The two base segments 
would then corroborate each other, 
so to speak, and the technical position 
then should be able to support a 
more decisive rally whereby the 
entire base structure could be com- 
pleted. 

The chart indicates potential sup- 
ply at 45-46 and some more in the 
price area above that, up to 49-50. 
At and above 50, however, I think the 
stock should develop more volatility 
than it has shown in recent months. 

On the whole, it seems to me, both 
stocks indicate an adequate apprecia- 
tion potential on technical grounds, 
without recourse to maximum meas- 
urements. At the same time, chart 
indications and fundamentals suggest 
that there should be enough demand 
for them closely below current prices 
to soften the impact of further gen- 
eral market weakness. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 





Oh! it is excellent to have a giant’s 
strength; but it is tyrannous to use it 
like a giant. —SHAKESPEARE. 


We want the spirit of America to be 
efficient; we want American character 
to be efficient; we want American 
character to display itself in what I 
may, perhaps, be allowed to call 
spiritual efficiency—clear disinterested 
thinking and fearless action along the 
right lines of thought. 

—Wooprow WILSON. 


Thinking is one thing no one has 
ever been able to tax. 
—C. F. Kerrerine. 


Citizens may be born free; they are 
not born wise. Therefore, the busi- 
ness of liberal education in a democ- 
racy is to make free men wise. 

—F. CHampion Warp. 


I am glad I am an optimist. The 
pessimist is half-licked before he 
starts. .. . The optimist may not un- 
derstand, or if he understands he may 
not agree with, prevailing ideas; but 
he believes, yes, knows, that in the 
long run and in due course there will 
prevail whatever is right and best. 

—Tuomas A. BucKNER. 


We need greater virtues to sustain 
good than evil fortune. 
—La ROcHEFOUCAULD. 


Gold is tested by fire, man by gold. 
—CHINESE PROVERB. 


There’s a way to do it better... . 
find it. —Tuomas A. EpIson. 


The highest use of capital is not to 
make more money, but to make money 
do more for the betterment of life. 

—Henry Forp. 


A leaf that is destined to grow large 
is full of grooves and wrinkles at the 
start. Now if one has no patience and 
wants it smooth offhand like a willow 
leaf, there is trouble ahead. —GoerTue. 


It is well for people who think to 
change their minds occasionally in 
order to keep them clean. For those 
who do not think, it is best at least to 
rearrange their prejudices once in a 
while. —LutHer BurBank. 


The years teach much which days 
never know.-—RaLPpH WaALpo EMERSON. 


A man who values a good night’s 
rest will not lie down with enmity in 
his heart, if he can help it. 

—LAURENCE STERNE. 


Doubt is the disease of this inquisi- 
tive, restless age. It is the price we 
pay for our advanced intelligence and 
civilization—the dim night of our re- 
splendent day. But as the most beau- 
tiful light is born of darkness, so the 
faith that springs from conflict is often 
the strongest and best. 

—R. TuRNBULL. 


B. C. FORBES: 


Don’t be afraid to tackle in- 
creased responsibilities. Don’t 
hesitate to shoulder greater re- 
sponsibilities than you have ever 
discharged—provided you have 
reasonable knowledge of the 
duties required. If you set a low 
value on yourself, how can you 
expect others to set a high value? 
All history demonstrates that 
men of ability almost: always 
prove able to rise to whatever 
occasion may confront them. 
Any man who has conscien- 
tiously studied his line of work, 
who has diligently sought to 
make himself proficient, would 
never turn down opportunity to 
climb higher in his chosen field. 
Build foundations for self-con- 
fidence; then exercise self- 
confidence, courageously tack- 
ling whatever may come along. 


Time is a fixed income and, as with 
any income, the real problem facing 
most of us is how to live successfully 
within our daily allotment. 

—Marcaret B. JOHNSTONE. 


The races of mankind would perish 
did they cease to aid each other. From 
the time that the mother binds the 
child’s head till the moment that some 
kind assistant wipes the brow of the 
dying, we cannot exist without mu- 
tual help. —Watrter Scorrt. 


| 


No peace was ever won from fate 
by subterfuge or agreement; no peace 
is ever in store for any of us but that 
which we shall win by victory over 
shame or sin—victory over the sin 
that oppresses, as well as over that 
which corrupts. —RusKIN. 


Aggressive fighting for the right is 
the greatest sport in the world. 
—THEODORE ROOSEVELT. 


All truth is safe and nothing else is 
safe; and he who keeps back the truth, 
or withholds it from men, from mo- 
tives of expediency, is either a coward 
or a criminal or both. —Max MULLER. 


The manner in which the hours of 
freedom are spent determines, no less 
than labor and war, the moral worth 
of a nation. —Maurice MAETERLINCK. 


The pursuit of truth shall set you 
free—even if you never catch up 
with it. —CLARENCE Darrow. 


The progress of democracy seems 
irresistible, because it is the most 
uniform, the most ancient and the 
most permanent tendency which is to 
be found in history —Dr TocqueEvILLe. 


Security is mostly a superstition. It 
does not exist in nature, nor do the 
children of men as a whole experience 
it. Avoiding danger is no safer in the 
long run than outright exposure. The 
fearful are caught as often as the bold. 
Faith alone defends——HeELen Ketter. 


How do I work? I grope. 
—ALBERT EINSTEIN. 


A really great man is known by 
three signs—generosity in the design, 
humanity in the execution, moderation 
in success. —BISMARCK. 


When you awaken some morning 
and hear that somebody or other has 
been discovered, you can put it down 
as a fact that he discovered himself 
years ago—since which time he has 
been working, toiling and striving to 
make himself worthy of general dis- 
covery. —James WuITcoMB RILEY. 





-————_—— ae 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- | 


lar edition, $5. 








A Text... 


Sent in by Kevin Murphy, Oro- 
ville, Calif. What’s your fa- 
vorite text? A Forbes book is pre- 
sented to senders of texts used. 


Do nothing out of selfishness or conceit, but 
in humility count others better than your- 
selves. Let each of you look not only to his 
own interests but also the interests of others. 


—PHILIPPIANS 2:3-4 
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Avco helps defend America from sea to space. 
Global security and peace depend upon an America geared to a space-age concept of defense. 
At Avco, skilled manpower and modern machines supply the attention and emphasis this con- 
cept deserves. Alert to the responsibilities of peace are: Avco-Everett Research Laboratory— 
investigating problems in gas dynamics and space technology; Crosley—communications, radar, 
infrared, electronic control systems, missile fuzing; Lycoming—aircraft, marine and industrial 
power plants, missile subsystems; Nashville—aircraft and missile aluminum and stainless steel 
structures; Pre-Flite Industries Corporation—jet engine starters, ground support and test 
equipment; Research and Advanced Development Division—basic and applied research in 


electronics, physical sciences, and engineering. ql 


AVCO MAKES THINGS BETTER FOR AMERICA / AVCO CORPORATION / 750 THIRD AVENUE, NEW YORK 17. N. Y. 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS... WRITE avco TODAY. 





POWER CABLE’ 


KY 


..helps electric utilities move light and power 


To carry electric power from generating stations to distribution centers 
economically and efficiently, your local power and light company 

uses massive high voltage cables. Phelps Dodge designs and fabricates a 
wide range of these cables—some capable of carrying power at 

‘345,000 volts—to help electric utility Companies provide the nation 


with an abundance of indispensable electric service. 


PHELPS DODGE COPPER PRODUCTS 


Corporation + GOO Park Avenue, New York 22, N.Y. 
. 
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FIRST FOR LASTING QUALITY FROM MINE TO MARKET 
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